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THE CHALLENGE OF THE BIG CHANGE 


The challenge to business today is to maintain a high level economy. If it fails to 
meet that challenge successfully the fight for a free enterprise economy may be lost. Ours 
is the to ify the faith of a majority of the voters in our capitalistic 


system—capitalism by democracy if you like. The ibility is to pursue 
Zak nad emnctive palicion tat from the standpoint of company and personal 
gage ethane im =n, por national welfare. 
Our responsibility as managers is to the owners of our companies and to 
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of technology and a discovery of the importance of its benefits, business has 
come to a comprehensive recognition of its social responsibilities—and people generally 
have come to on our private industrial society as the prime source of material 
well-being for all. 
—From an address delivered by Mr. Arthur B. Homer, President, Bethlehem Steel 
Company, before The Economic Club of Detroit on February 16, 1953. 























Our Fourth Birthday 


Four years ago, the first Michigan Business Review was published in Ann Arbor. 
Since that May 1949 edition, twenty-five bi-monthly issues (and one supplement) 
have been distributed throughout the United States, its territories, and foreign coun- 
tries. Data compiled after the March 1953 issue show that the Review went to all 48 
states, to the Territories of Alaska, Canal Zone, Hawaii, and Puerto Rico, and to 41 
foreign countries. Circulation has risen from less than 3,000 copies to over 7,500 
regular subscribers and 1,500 special requests. More than half of our readers are 
University of Michigan alumni. 

Although fewer than 200 copies of each issue go abroad, these few are scattered 
all over the world. They are mailed to ten European and eight Far Eastern nations, 
eight African and Near Eastern countries, plus thirteen Central and South American 
neighbors and four Canadian provinces. Remote Australia receives one copy, while 
the still remoter “iron-curtain” bloc receives none! 

Shortly after World War || ended, Dean Russell A. Stevenson and members of the 
faculty planned this publication. The Dean had been receiving numerous requests for 
brief, authoritative articles that would be of particular interest to businessmen. By the 
fall of 1948, policy regarding the scope, nature, and content of the Review was 
generally outlined, and Professor J. Philip Wernette selected as editor. 

“Distinctive service” is the basic editorial policy, for a question foremost in the 
minds of the school administration is—In what way can the School of Business Ad- 
ministration better serve the community? The editorial aim of the Review is to 
present short, valuable articles, worthy of the attention of busy men. 

Readers of the Michigan Business Review include company trainees and company 
presidents; both staff and line personnel; supervisors, executives, and owners from 
both large and small businesses. The success of the periodical depends upon the 
widest type of appeal seeking to interest, inform, and serve business men and women, 
community organizations, and educators. 

Operating and publishing costs are borne in greater part by the School of Business 
Administration and the University. Additional financial support is obtained from bloc 
subscriptions which several companies have arranged for their staffs. More such 
bloc subscriptions are desired, as an important means to expand the circulation and 
thereby extend more service to the community and to individual firms. 








involved, as well as to the public 





A problem of importance to the parties directly 


Collective Bargaining— 


Free or Fettered? 





A. Howard Myers 


I. The Current Pattern of Industrial Relations 


HE representatives of both parties to man- 

agement-union relations uttered a unani- 
mous sigh of relief when the controls over wage 
rates, fringe issues, and related practices were 
suspended in 1947,—and again in 1953. The 
regulations had frustrated labor and employ- 
ers with a confusion of policies, interpreta- 
tions, and procedural requirements that re- 
sulted in a general demand that “freedom to 
bargain” be reestablished. The judgment of 
the American community that there should be 
as little restriction of private decision making 
as possible in our diversified and dynamic 
economy has been confirmed again and again. 

Collective bargaining provides the commun- 
ity with an alternative to government regula- 
tion; many additional items of working con- 
ditions and of wage contracts would be the 
subject of legislation if collective bargaining 
were not available for private negotiation of 
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employer-employee standards. How much 
freedom of motion to allow in the manage- 
ment-union bargaining process has neverthe- 
less been a perennial issue for debate. The 
elimination of wage controls in early 1953 and 
the mere possibility of a drive for wage in- 
creases has stimulated legislative interest in 
new restraints on collective bargaining. For 
example, it is suggested that “industry-wide 
bargaining” be limited or prohibited, that the 
anti-trust laws be applied to labor organiza- 
tions, and that the National Labor Relations 
Act be made more specific as to what consti- 
tues an appropriate subject for bargaining. It 
is also proposed that the Act be amended to 
eliminate any reference to a refusal to bargain 
so as to lessen government influence on the 
scope of negotiations. Where should we be 
headed on the basis of past experience? 

The application of all general concepts to 
the practical facts requires a good deal of 
qualifying and compromising and a continuous 
effort to adjust to new influences and un- 
expected variables; the broad objectives of 
our labor relations program are no exception. 
Collective bargaining has been compulsory. 
But it has also been checked and restrained 
from excessively distorting the economy. The 
National Labor Relations Act itself has re- 
stricted some practices that had previously 
been fairly common; thus, bargaining for 
workers where only a small minority of the 
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group had any interest in such representation, 
bargaining away the rights of some of the 
employees, or establishing discriminatory con- 
ditions of employment which favored some 
employees to the disadvantage of others in 
order to influence union interest became illegal 
conduct after 1935. 


Industrial Relations and 
Full Employment 


Business leaders, labor, and the general 
public will unanimously agree that stable capi- 
talism in a free democracy is the aim of our 
national program for management-union re- 
lations. As the means to furthering this pur- 
pose the Taft-Hartley Act continued the gen- 
eral plan established in 1935 of “restoring 
equality of bargaining power” and of “en- 
couraging the practice and procedure of col- 
lective bargaining.” But doubts have been 
growing as to whether this policy is consistent 
with a stable economy, particularly in view 
of the long period of full employment. 

The policy of encouraging collective bar- 
gaining was adopted in a period of deflation; 
since then the bargaining power of labor has 
grown through increased membership and 
through high employment. It has, in addition, 
been gaining influence in the economy by the 
expansion of the coverage of the major bar- 
gains. The patterns set in coal, steel, or auto- 
mobile negotiations move outward in con- 
centric circles. The expansion in the number 
of workers included in a single agreement has 
been a continuous development. 

In the last decade this movement toward 
multi-employer or multi-plant bargaining has 
been more extensive than the growth in col- 
lective bargaining itself. A recent estimate by 
the Bureau of Labor Statistics gives the per- 
centage of all employees under collective bar- 
gaining agreements who are covered by single 
plant, multi-plant (single employer), and 
multi-employer contracts as 28 per cent, 30 
per cent and 33 per cent respectively. Thus 
association-wide bargaining and company- 
wide bargaining for a number of separate 
plant localities together include almost two- 
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thirds of all the workers who deal with their 
employers through union representatives. In 
addition, pattern setting by the leading nego- 
tiations establishes terms that are adopted by 
a large number of the single-plant agreements. 


The Effects of Longer-Term 
Contracts 


Another significant development, lung- 
period collective bargaining agreements in re- 
cent years, might to some extent have a 
counter-effect on wage negotiations in many of 
these extensive bargaining areas. The trend 
toward longer-term contracts is intended to 
bring more stability to management-union re- 
lations and to reduce the frictions of too- 
frequent negotiations over new or revised con- 
tract provisions. A study by the Bureau of 
National Affairs indicates that of a repre- 
sentative sample of 400 agreements in a 
variety of industries only 31 per cent had a 
one-year duration in 1952 as against 75 per 
cent of the same companies in 1948 with one- 
year agreement terms. The recent validation 
of five-year contracts in the automobile and 
related industries by the National Labor Re- 
lations Board in representations proceedings, 
in which petitioning unions sought elections 
which were denied them by reason of the 
existing contracts, may encourage this devel- 
opment toward longer-term contracts directed 
toward stable relations. 

On the other side of the scale, however, 
many of the new agreements since 1950 have 
included provisions for wage reopenings in the 
event of changes in the wage stabilization 
program or under other conditions. Some 
agreements which were negotiated prior to the 
enactment of the Defense Production Act pro- 
vided long terms and automatic annual wage 
adjustments; but most of the more recent con- 
tracts allow wage adjustments at early dates. 
Negotiations on wages and related issues are 
probable this year in the steel, rubber, soap, 
copper, brass, electrical equipment, telephone, 
meat packing, textile, and coal industries. It 
seems probable that bargaining in the steel 
industry will set the 1953 pattern by June, 


3 








while the other situations will mark time until 
the key bargain is decided. 


II. Balance of Power Proposals 


The tight labor market situation prevailing 
in most sections of the economy strengthens 
the bargaining position of labor. Employers 
find it difficult to refuse wage demands, hesi- 
tating to risk a strike, not only because of 
financial losses that may be involved, but also 
because of the risk that some strikers will 
obtain employment elsewhere. 

A wave of disputes may not materialize in 
this period, but the possibility has neverthe- 
less energized further the current drive for 
more restrictions on the bargaining process, 
aimed primarily at reducing the bargaining 
power of the stronger labor unions. Among the 
proposals that have been introduced into 
Congress several would limit the area of bar- 
gaining by permitting a single local of a union 
to bargain with only a single employer, or to 
represent not more than a limited number of 
employees in a metropolitan area for multi- 
employer bargaining purposes. The effects of 
such a proposal, if it were enacted, could be 
disastrous to an industry in which the need 
for greater stability had been served best by 
multi-employer bargaining through a trade 
association and a strong union. The garment 
trades, shoe manufacturing, service trades, 
trucking, small industries which service large 
industrial consumers, and coal mining might 
suffer far more by an atomization of their 
joint efforts than would the unions whose 
locals would still have the aid and the support 
of a powerful national organization to back 
up their demands. Unless the proponents of 
such a formula seek to destroy collective bar- 
gaining completely, or to replace that institu- 
tion by some type of authoritarian control of 
the entire economy, they might better encour- 
age employers to deal with the bargaining 
power of labor by better group action to in- 
crease their own bargaining position. As has 
been pointed out in other contexts, the guillo- 
tine is not a good cure for a headache. 
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Unionization and Management 
Responsibilities 


Other proposals to restrict union bargaining 
power would limit the participation of unions 
in the area of management responsibilities, 
Some would draw a line between subjects for 
union concern and matters for exclusive man- 
agement determination, fearful that present 
tendencies may lead to further demands by 
labor for sharing in economic and business 
decisions. 

The National Labor Relations Board has 
stimulated this attitude by rulings requiring 
bargaining over many items that management 
would prefer to decide unilaterally—such as 
merit increases, production standards, pen- 
sions, and social insurance. It has also ruled 
in some cases that a union may charge a com- 
pany with refusing to bargain about a subject 
during the life of an agreement where that 
subject was consciously passed over in the 
negotiations leading to the agreement. The 
Board in a few cases has forced management 
to bargain about subjects on which the union 
had explicitly failed to establish joint partici- 
pation, although reserving the right to chal- 
lenge the company’s unilateral determinations. 

The Board has supported the unions on the 
principle that public policy takes precedence 
over private agreements. Some are fearful of 
any further extension of union bargaining 
into management’s area of responsibilities, 
and suggest clearer legislation on the subject, 
to eliminate government support of union de- 
mands for bargaining on questions heretofore 
left to the discretion of management. 


Proposed Anti-trust Action 


Another proposal would limit bargaining 
power by application of the anti-trust laws to 
a union whenever the aim of its conduct con- 
stituted unreasonable interference with pro- 
duction, control of prices, imposition of 
featherbedding practices, or restriction of job 
opportunities. Under present interpretations 
by the Supreme Court a union can be found 
liable for a violation of the Sherman or Clay- 
ton Act only where it is acting in collusion 
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with an employer in the effort to curtail com- 
petition or trade in a free market. It is doubt- 
ful, however, whether the right to strike could 
exist if every “unreasonable interference with 
production” were illegal. Any such reversion 
to the pre-Norris LaGuardia pattern would 
create a political revolt on class lines. 

The Taft-Hartley revisions of the National 
Labor Relations Act included an unfair labor 
practice prohibiting unions from demanding 
payment “in the nature of an exaction for 
services which are not performed or not to be 
performed.” The Board has construed this 
language in a way that has made it rather 
sterile by holding that if the employees are 
willing to perform the services for which pay- 
ment is demanded no violation occurs, irre- 
spective of whether or not the employer 
wishes to have the work performed. The em- 
phasis on the clause “not performed or not to 
be performed” has been sustained by the 
Supreme Court. This may be due to the diffi- 
culties of applying legislation in an admittedly 
difficult field. As a minority of the Court 
characterized the majority opinion, it “solves 
these complex interpretive problems by simply 
scrapping the statute.” 


Can Government Make All 
the Rules? 


The lesson of experience seems clear. Col- 
lective bargaining covers an area of human 
conduct where unlimited variation of factual 
situations arise, not susceptible to measure- 
ment under a single legislative standard. At- 
tempting to control this dynamic and variable 
process by broad legislative rules to be ap- 
plied to every situation that may develop is 
an overpowering assignment for the legislative 
drafter. For the administrative body respon- 
sible for interpreting and enforcing the law it 
is an assignment to tax the capacity of human 
talent; the task requires supermen. 

Twice in a decade the nation has endured 
patiently the detailed regulation of wage bar- 
gains. Now that the economy is again on its 
own, renewed demands are made for establish- 
ing new rigidities by legislation that would 
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apply generally to all industrial relations. It 
would seem the part of wisdom to leave the 
parties to management-union relations to re- 
solve these struggles over power by their own 
initiative. By experimentation and by the self- 
determination of the parties full consideration 
can be given to such realities as the history 
of the industry, the structure of the union, 
or the many technical, economic, and political 
factors that may be present in a given prob- 
lem in a particular industry or locality. If 
either party believes itself outweighed by the 
other in bargaining power it might better be 
encouraged to increase its own organizational 
development so as to exercise greater economic 
strength in the bargaining relationship. 


III. Labor Disputes Machinery 


Freedom to strike and to lockout when 
either party believes that is the only recourse 
is an assumption of our enterprise system. 
This, however, does not mean encouragement 
of such methods. In fact a great deal can be 
done to discourage direct economic action by 
the parties. The development of administra- 
tive devices in that direction has been under- 
taken in some states with considerable success; 
mediation and arbitration services have great- 
ly reduced the number and the duration of 
work stoppages. The parties themselves have 
written into agreements increasingly effective 
grievance machinery, with mutual liability 
provisions for the reduction of unauthorized 
strike action. 

In the sample of 400 agreements studied 
by the Bureau of National Affairs it was 
found that 45 per cent authorized the em- 
ployer to discharge employees engaging in un- 
authorized or prohibited stoppages, while only 
35 per cent made explicit provisions for non- 
liability on the part of the union for un- 
authorized strike activity. Labor relations re- 
sponsibility can best be handled on a free 
bargaining basis, with public persuasion 
urging methods of orderly determination, such 
as arbitration of grievances and of contract 
term disputes. 

With the growth of larger units the impact 


5 








of bargaining on the public becomes greater, 
and the inconvenience to the community 
where a strike does occur increases more than 
proportionately. The situations in which stop- 
pages have actually endangered the public 
health or welfare have been rare, however, for 
even in the case of public utility disputes only 
a long drawn out strike would damage the 
public seriously. The Detroit Edison strike 
last fall, for example, resulted in losses to the 
union members; but neither the Company nor 
the consumers suffered from the stoppage. 
The stockholders, indeed, were saved several 
weeks of payroll costs of those who stayed 
out, at the expense perhaps of wear and tear 
on the supervisory staff and other employees 
who manned the stations for a period of 
weeks. Certainly no effects on the community 
welfare were evident. 


Strikes in Critical Industries 


It may be that the best way to avoid strikes 
is to permit occasional strikes, since the par- 
ticipants are the worst sufferers. Strikes, more- 
over, are sometimes indispensable to establish 
the patterns for bargains. No foolproof eco- 
nomic formulae have been devised for wage 
or price determination. This does not lead to 
the conclusion, however, that public authority 
intervention will never be necessary. A strike 
in an essential industry on a nationwide basis 
could cripple any military effort if it extended 
over any period of time. In any circumstances 
a general railroad strike or even a general 
strike of gasoline attendants in a single com- 
munity could cause loss of life and danger to 
health. A complete non-intervention policy on 
the part of government would be a policy of 
irresponsibility in such an event. 

At the present time the Taft-Hartley Act 
provides that in a dispute threatening the 
public health or the safety of the nation the 
President may utilize the delaying action of 
an injunction while a board of inquiry, with- 
out authority to make any recommendations, 
reports on the facts. Since 1947, injunctions 
have been issued by the courts in seven dis- 
putes. In three of the situations the issues 
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were resolved before the injunction was dis- 
solved; in three cases a strike was called after 
the eighty-day waiting period had expired 
and the injunction became inoperative. The 
seventh case, referred to in the next para- 
graph, makes it more doubtful if this author- 
ity is adequate by itself for meeting the prob- 
lem, irrespective of the attitude of the ad- 
ministration in power toward the law. 


The Primary Objective of 
Governmental Policies 


The objective of disputes adjustment ma- 
chinery should be to influence the parties to 
negotiate a settlement themselves. I doubt 
that the limited provisions of Title II of Taft- 
Hartley promote that end. The recent atomic 
plant dispute at Dunkirk, New York, between 
the American Locomotive Company and the 
Steelworkers Union, was handled by a Taft- 
Hartley board of inquiry. The majority con- 
cluded that the company had made no offer of 
settlement. Their final report concluded with 
this statement: “A Board of Inquiry under 
Title II of the Labor-Management Relations 
Act is not empowered to make recommenda- 
tions to the parties, let alone formulate an 
employer’s ‘last offer of settlement’ in terms 
inconsistent with his own intent.’’ Subsequent- 
ly the company did make an offer to the em- 
ployees, but the board of inquiry appears to 
have contributed little to the resolution of the 
conflict. 

The primary objective in the handling of 
disputes by governmental intervention should 
be to encourage the parties to bargain and 
resolve their disputes themselves, a goal con- 
sistent with the policy aims of the statute. It 
is not clear how we can encourage the parties 
themselves to resolve their differences through 
collective bargaining by enjoining a strike and 
appointing a fact-finding board which is in- 
structed neither to assess the responsibility 
nor to indicate any solution. A hearing usually 
will only impede bargaining, and fact finders 
instructed specifically not to make recommen- 
dations could have little effect except to inter- 
fere with self-determination. 


- sn 


TW sas Bd Sosts kts SO DBD es Oo! Cf 


= 
-~ 


ler 
mc 
an 


Michigan Business RewoM s 


. 
= 


Tr 


\- 


IAM AY , 


Protecting the Public Interest 


One solution to this problem of disputes af- 
fecting the public interest might be to require 
that the parties themselves agree to provide 
essential consumer needs during such stop- 
pages. Thus the impact on the public would 
be reduced considerably, while the parties 
proceeded to bargain, to arbitrate, or to utilize 
public opinion in whatever way they saw fit. 
Public opinion, moreover, would be much less 
adverse to unions under such circumstances, 
while costs to strikers and employers would 
only be avoided by bargaining out a settle- 
ment. Industry-wide strikes would be stopped 
without destroying bargaining, since some 
part of the industry’s operations would have 
to be operated. 

Additional administrative devices should be 
available for an executive of the government 
or a board responsible for resolving such dis- 
putes. The right of government to seize the 
property would be effective only if it included 
the elimination of profits during a period of 
seizure as well as taking away the right to 
strike for the employees, in order to impose 
upon both parties the necessity of bargaining 
out a solution. As a less drastic alternative 
one may suggest a ‘“‘show-cause hearing’’ in 
which the parties would have to present pub- 
licly the reasons for their failure to use volun- 
tary arbitration. 

Several alternative methods of handling 
disputes should be available without requiring 
by rigid legislation that the government execu- 
tive meet a time schedule or utilize a partic- 
ular mandatory device. Thus the parties them- 
selves would be under continuous inducement 
to work out their difficulties rather than 
wait for the dispute to take a certain pre- 
determined course required by law. And the 
variety of possible alternatives might itself 
encourage settlements to avoid the indefinite 
risks. 

Finally it may be pointed out that the prob- 
lem of unbalanced bargaining power could be 
modified by fact finders who have the courage 
and the knowledge to make recommendations 
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which will reverse trends even if with im- 
politic effects. That is not what we have been 
experiencing in recent years, when little has 
been done that was influential in redirecting 
trends that have been inflationary. The major 
question of labor responsibility is not that of 
contract compliance, but rather of the unions’ 
awareness of their share of responsibility for 
the economic welfare of the community. 


IV. In Conclusion 


The experience of the past twenty years 
indicates that the extent to which collective 
bargaining can be left to the parties without 
reference to legislative mandates or limitations 
depends on the awareness of the bargainers 
as to the impact of their conduct on the en- 
tire community, and upon their concern for 
such effects in reaching “private decisions.” 
In a period of full use of the labor force and 
of capital resources labor carries the larger 
share of the burden of self-restraint. Whether 
conservative policies are politically possible 
for the labor unions is a question that has not 
yet been answered in this country. To the 
degree that the labor leaders are unable to 
produce evidence for an affirmative conclusion, 
to that extent they will be leaving little alter- 
native but further limitations on their bar- 
gaining power and on the whole process of 
collective bargaining. 

If the demand for labor continues to be 
strong, and if labor markets remain tight, the 
conclusion seems inescapable that legislation 
will be enacted to restrict collective bargain- 
ing and to restrain the bargaining power of 
labor. With some recession of business activ- 
ity the opportunity to take advantage of eco- 
nomic conditions at the ultimate expense of 
the consumer would be reduced. A more 
normal employment situation would reduce 
the pressures for further legislative restrictions 
on collective bargaining. In some ways de- 
flation would be unfortunate for the commun- 
ity; but like most ill winds it might do some 
good, at least to the extent that it relieved 
the conditions that well may lead to more 
restraints on freedom of bargaining. 
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nine groups of investors. 


Since the war, American corporations have 
obtained $56 billion in new capital from 


Sources of Long-Term Capital 





HE problems of accumulation of outside, 

permanent capital for business purposes 
are many and varied. Financial structures 
must be considered, corporate security con- 
tracts must be devised, and the machinery of 
security distribution must be activated. In 
each one of these phases of the financial op- 
eration there should be in the background a 
prior consideration of the location of the cap- 
ital funds that are being sought. It would be 
in vain to set up a financial structure, to issue 
the requisite securities, and to send out secur- 
ity salesmen to call on empty-pocketed in- 
vestors. It would be a waste of time, money, 
and energy to try to attract capital on the 
basis of investment participations which the 
suppliers of funds might be unwilling or un- 
able to accept. 

Therefore, in the interests of financial effi- 
ciency those responsible for raising long-term 
business funds should be aware of the nature 
of the market from which those funds are to 
come. Perhaps unfortunately, but certainly 
more excitingly, this capital market is not a 
tangible thing that stays put. It is made up 
of many segments, the conditions of which are 
in a constant state of flux; the units of avail- 
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able capital resemble the proverbial Irish- 
man’s fleas—you can’t put your finger on 
them. It would be impossible for an artist to 
draw a picture of the capital market and say, 
“This is it,’ and it is equally impossible for 
a writer to describe the sources of business 
funds in quantity and quality and say, ‘Here 
they are.” 

What can be done in this respect is to de- 
pict recent history of business capital raising 
for what it is worth, to observe certain trends 
that seem to be taking place, and by reasoning 
as to the causes of those trends perhaps to 
establish future expectations. At least it 
should be possible to indicate some of the fac- 
tors which influence capital sources and thus 
develop an awareness of the variables which 
financial managers can take into account in 
seeking to accomplish an effective job of cap- 
ital raising. The omission in this essay of the 
history of business financing before World 
War II does not imply that valuable experi- 
ence might not be afforded by so doing; the 
limitation to the post-war years is to put em- 
phasis on more recent development and, inci- 
dentally, to keep the approach from being too 
“scholarly,” as measured by volume. 


Post-War Capital Needs 


With the close of World War II, American 
business firms, including not only manufactur- 
ing concerns that had been largely devoted to 
war production, but also service companies, 
merchandising concerns, railroads and other 
utilities, were confronted with tremendous 
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needs for capital funds. Plants required re- 
conversion to civilian production, deferred 
maintenance and delayed expansion programs 
filled the books, and inventories cried for re- 
plenishment. As the years progressed from 
1945 to 1952, increasing prices of labor and 
material magnified the physical requirements 
in terms of fund requirements. Table 1 sets 
forth the magnitude of these capital needs for 
the years 1945 to 1952. This total fund or 
capital requirement in excess of $200 billion 
does not measure in precise dollars and cents 
the needs of all businesses, but it is a fair 
approximation of those needs on the part of 
United States corporations with respect to the 
net working capital, and on the part of all 
business, corporate and non-corporate, with 
respect to plant and equipment expenditures. 

Where did these funds come from? The Se- 
curities and Exchange Commission reports the 
offering of corporate securities during this 
same period. 1945 to 1952, at $56.4 billion of 


TABLE 1 


U. S. Inpustry CAPITAL REQUIREMENTS FOR NET 
WorkKInG CAPITAL AND PLANT AND EQUIPMENT, 
1945-1952 

Annual 
Annual Corporation Business Expenditures 
Increases in Net on Plant and 


Year Working Capital Equipment 
(Billions) (Billions) 
1945 6.0 8.7 
1946 4.6 14.8 
1947 5.9 20.6 
1948 6.5 Ze. 
1949 3.8 19.3 
1950 6.0 20.6 
1951 4.2 26.3 
1952 4.3 (to Oct.) 26.9 
Totals 41.3 159.3 


—_— Federal Reserve Bulletin, January 1953, 
p. ° 

which $38.3 billion was for “new money” pur- 
poses;' the Department of Commerce reports 
reinvested earnings by U. S. corporations of 
$74.1 billion;*® this is a total of $139.5 billion 
of funds for both new investment and security 
retirements. The balance of the fund require- 
ments undoubtedly was met by (1) earnings 


1 Securities and Exchange Commission, Statistical 
Bulletin, Monthly. 
2 Federal Reserve Bulletin, January, 1953, p. 46. 
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reinvested or otherwise procured by unincor- 
porated businesses, and (2) funds generated 
in terms of depreciation (over and above re- 
ported profits that were not disbursed as divi- 
dends). 

Investment of earnings as a source of cap- 
ital funds is obviously the most important 
element in meeting the business demand, but 
the $56.4 billion raised from the sale of secur- 
ities in the eight-year period is worthy of con- 
sideration and analysis. It measures the 
amount of capital attracted from and fur- 
nished by the investment market. The present 
inquiry is directed at how that job was done, 
and why it was done that way. 

Figure 1 is a year-by-year picture of the 
total corporate security offerings, measured by 
the amounts received by issuers before ex- 
penses of issue. Most significant to note is the 
predominance of debt financing as the recent 
principal device for capital raising.® 

Preferred stocks played a proportionately 
significant part in the corporate programs 
only in the years 1946 and 1947, and even 
then the dollar amounts were not too substan- 
tial. Only in the last two years have common 
stocks climbed over the $1 billion mark and 
accounted for as much as 15 per cent of total 
financing by new investment. 

The preference for debt financing on the 
part of business has been attributed in large 
part to the tax effect of this method of capital 
raising. Not only have post-war interest rates 
been low, as history views them, but the net 
cost of borrowed money after corporate in- 
come taxes has been an attractive temptation. 
Preferred stocks, in contrast, contain the pres- 
sure if not the obligation of fixed charges in 
their dividend priorities, and they do not have 
the tax benefits. Their contract “cost” is their 
net cost. This, in part at least, may account 
for the relatively nominal use of this type of 
ownership equity as the basis for raising funds 
since 1947, 


3 During certain of the years, particularly 1951 
and 1952, substantial amounts of convertible bonds 
are included in this category, a fact which may over- 
weight the real effectiveness of debt as the means of 
capital raising. 
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FIGURE 1 


Security Offerings by United States Corporations; Classified by Purpose of Funds and Type of Issue 
1945-1952 
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In comparison to the large capital needs 
that have been cited, the contribution of com- 
mon stock issues to the satisfaction of those 
needs has been at times nominal and never 
outstanding. From the issuers’ viewpoint 
again, the tax situation may contain part of 
the answer, but in the main it has been 
assumed that the level of stock prices and 
the expenses of distributing common stocks 
have been the chief deterrent to their use. 


The Locus of Investable Funds 


In the American economic set-up there are 
several immediate sources of funds. Some of 
them are the savers or investors themselves, 
while others, although built with investors’ 
funds, represent the ultimate source only in- 
directly. For purposes of analysis an enumera- 
tion of these sources may be helpful; they 
are the major points of contact with fund 
sources upon which, in person or by proxy, 
the seeker for long-term capital may be ex- 
pected to call: 

1. Individual investors, even as you and I; 

2. Personal trusts, much like us except that 
funds are trusteed; 

3. Commercial banks, with our money on 
deposit ; 

4. Savings banks, holding our accumula- 
tions; 

5. Life insurance companies, built largely 
by our payment of premiums; 

6. Fire insurance and other casualty com- 
panies, with funds from our advance payment 
of premiums and company reserves; 

7. Pension trusts, both public and private, 
accumulating our funds to pay our future re- 
tirement benefits; (Similarly, profit-sharing 
trusts) 

8. Endowment funds, representing bequests 
and gifts to charitable, educational, and re- 
ligious institutions, or foundations; and 

9. Investment trusts (open- and closed- 
end) accumulating the funds of individuals 
for diversified investment. 

Each of these fund sources has been and 
continues to be the object of intensive study 
and analysis in many quarters. For the pur- 
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poses of this essay there is no intent to dupli- 
cate or even to attempt to summarize the 
varied findings. Some references will be made 
in support of points of view, but in the main 
the purpose of this presentation, as previously 
stated, is to open the door to a recognition of 
certain variable factors. It is the hope, if not 
expectation, that further and continuous study 
may be encouraged and that the way may be 
pointed to the type of thinking necessary to 
the solution of business capital raising prob- 
lems. Managers must be students of this sub- 
ject to be effective. 


1. Individual Investors 


Although the savings of individuals since 
the war have not been as high as during the 
“forced saving” period of wartime material 
and purchase restrictions, they have neverthe- 
less been substantial, in the aggregate. They 
have ranged from $4 to $18 billion per an- 
num.‘ The portion of these sums available 
directly to private business enterprise has 
probably been small. 

With respect to equity securities, we have 
seen (Figure 1) that small amounts were 
offered for sale to investors; these amounts 
are small particularly with respect to the 
volume of individual savings, and reflect the 
evidence that few individuals actually own or 
buy corporate stocks, either common or pre- 
ferred. In 1952, out of a total estimated U.S. 
population of 155,520,000 in approximately 
50,000,000 family spending units there were 
only 6,490,000 individuals holding shares in 
publicly-owned corporations. These individuals 
represented 4,750,000 family units, so it can 
be said that only 9.5 percent of the popula- 
tion had a direct stake in U.S. business in 
terms of corporation stock holdings. Of the 
50,000,000 families in the country only 3.7 
per cent had incomes in excess of $10,000 per 
year, and only 55 per cent, even of this higher 
income group, owned any shares. Progressively 
lower income families were progressively less 


4“Gross National Product, National Income, and 
Personal Income,’ Federal Reserve Bulletin, Feb- 
ruary, 1953, p. 176. 








often investors in stocks, and fewer than 5 
per cent of families among those earning 
$4,000 or less had any savings in this form. 
All these facts are set forth in the results of a 
survey conducted by The Brookings Institu- 
tion on behalf of the New York Stock Ex- 
change.® They serve to corroborate the find- 
ings repeatedly reported by the Federal Re- 
serve Board in their “Surveys of Consumer 
Finances” conducted by the Survey Research 
Center of the University of Michigan.* Both 
of these studies establish the fact that few 
individual investors (relatively) are “in the 
market,” and that still fewer represent any 
substantial source of business equity capital. 
The lower income groups can’t (?), 
shouldn’t (?), or anyway don’t buy stocks. 
Those in the high income groups may do so, 
but the income tax environment discourages 
such investment, as it does also investment in 
debt securities of business corporations. It 
may not be unreasonable to assume that a 
family must earn $25,000 per year before 
there is enough left after food, clothing, and 
education expense to justify serious thoughts 
of a substantial business investment in any 
direct form such as security purchases. At 
approximate current income tax rates and 
with approximate current investment yields, 
the net returns to such persons would be: 


On bonds—3% gross, less 50% tax, net 14% 
On preferred stocks—44%4% gross, 


errr ere net 24% 
On conservative common stocks— 
6% gross, less 50% tax, ........ net 3% 


For the group of substantial savers there is 
certainly no outstanding income motivation 
for business investment, directly or indirectly, 
as long as tax-exempt municipal bonds are 
available at rates higher even than the net- 
after-tax return on the common stocks. To say 
the least, the present highly progressive in- 
come tax pattern makes it difficult to sell 
stocks to wealthy individual investors; and, 


"For the complete analysis see Kimmel, L. H., 
Share Ownership in the United States, The Brookings 
Institution, Washington, 1952. 

6 “1952 Survey of Consumer Financing,” Federal 
Reserve Bulletin, July, August, September, 1952 (and 
references back to previous surveys). 
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to put it mildly, efforts to raise large amounts 
of equity capital by sale of stocks to large 
numbers of small investors is bound to prove 
expensive. Other factors may enter the pic- 
ture, but there are enough to explain in part 
the low level of equity capital raised by sale 
of stocks during the post-war years. 


2. Personal Trusts 


The capital-furnishing potentialities of per- 
sonal trusts in the United States are probably 
considerable, but no clearing house of data 
exists to provide a real picture. A study by 
Fortune magazine reported by Irwin Friend’ 
indicates that at the end of 1952 these trusts 
did then hold $26 billion in stocks, and that 
there had been only modest stock purchases 
by this type of investor in recent years. It is 
probable that the large holdings of stock by 
this group are accounted for not so much by 
the purchase of the equities by the trustee, 
but by the fact that the trusts are often set 
up originally by a deposit of stock previously 
accumulated by the grantors. The subsequent 
administration and investment of these funds 
is apt to take on an institutional flavor since 
the trustees in most instances are banks and 
trust companies. 

In the administration of sizeable estates, 
trustees will be motivated in much the same 
fashion as are large individual investors: they 
will be tax conscious on behalf of their bene- 
ficiaries. Although trustees with powers of dis- 
cretion now operate generally under the “pru- 
dent man” rule—even in New York State— 
the essence of conservatism still maintains, 
and the furnishing of capital by these groups 
of funds is bound to be confined primarily to 
high grade stocks in addition to the generally 
accepted municipal, corporate and government 
bonds.* It is possible that, as time goes on, 
trusts may furnish a larger part of new busi- 
ness capital, either directly through the pur- 


7 “New Influences in the Stock Market,” Fortune, 
March, 1953, p. 108. 

8 Torrence, B. H., “Legal Background, Trends, 
and Recent Developments in the Investment of Trust 
Funds,” Law and Contemporary Problems, Vol. 17, 
No. 1, p. 128, Duke University, 1952. 
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chase of newly issued securities, or indirectly 
through purchases of already outstanding 
shares thus pushing the sellers’ funds into the 
market in search of substitute investments. 

As matters now stand the business seeking 
new or additional capital from private trusts 
must, almost of necessity, appear at the trus- 
tee’s door in cutaway coat, striped trousers, 
and top hat. The legal barriers to less digni- 
fied callers have been lowered in recent years; 
but custom and the reasonably expected re- 
sponsibilities of trustees to preserve the corpus 
of their trusts will continue to influence their 
conservatism and thus emphasize the extent of 
debt financing that this fund source will pro- 
vide. 


3 and 4. Commercial and Mutual 
Savings Banks 


In the aggregate the commercial banking 
system never has been and never under pres- 
ent banking rules and traditions can be a rela- 
tively significant source of long-term business 
capital. True, in 1929-30, commercial banks 
may have held too many of those securities 
for their own good; but since then they have 
held less, until the whole banking system had 
only $4 billion of “other securities” than gov- 
ernments (U.S. and local) in 1952.° 

Certain high grade, short-term, or serial 
issues of debt may be acceptable to commer- 
cial banks in limited amounts. Thus a par- 
ticular business may on occasion be able to 
“borrow” medium-term money. In the imme- 
diate post-war 40’s there was quite a vogue 
for so-called ‘“‘term loans” (not classified by 
banks as “securities”);—this occurred at a 
time when deposits were at a peak, govern- 
ment security holdings were declining and in- 
terest rates were low.’° 

Mutual savings banks by their nature are 
in a position to supply long-term capital to 
business in appropriate amounts, but this 
source is not currently significant in relation 


®As of June 30, 1952, Federal Reserve Bulletin, 
February, 1953, p. 142. 

10 See “Federal Reserve Charts on Bank Credit, 
Money Rates, and Business,” Board of Governors of 
the Federal Reserve System, Washington. 
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to the nearly $8 billion of new capital secur- 
ities offered for sale in the one year 1952. 
Since 1945 the business securities held by this 
group of banks increased from $1.2 to $2.1 
billion’'; that’s only $900 million in five 
years. Even under the current tendency to lib- 
eralize the laws governing savings bank in- 
vestments to permit the inclusion of corporate 
stocks, the funds available will not materially 
affect the capital market, although such in- 
vestments may have a significant effect on the 
earnings of the banks themselves. 


5. Life Insurance Companies 


For the post-war period, 1945-1952, the 
life insurance companies of the United States 
present a most phenomenal record of “funds 
available to business.” As is shown in Figure 
2 their assets increased in significant annual 
amounts; at the same timc they reduced their 
holdings of government bonds by more than 
$10 billion in total. While real estate mortgage 
loans absorbed a substantial portion of the 
funds generated by government bond liquida- 
tion plus the new assets (our premiums plus 
earnings), the funds invested in business mul- 
tiplied threefold,—from about $11 to nearly 
$30 billion. 

To accomplish this $19 billion increase, the 
life insurance companies purchased a total of 
$35,342 million business securities, as indi- 
cated in column (1) of Table 2. This does not 
mean that these investors purchased only 
newly issued securities, because they buy also 
from the secondary market; but one way or 
another they put those dollars into the market 
for business securities. In this connection it 
is interesting to note also in column (1) the 
relation between these investments and the 
“new money” raising referred to in Figure 1; 
in a number of years this source of capital 
exceeded the new money demands on the long- 
term fund market by U. S. corporations. From 
this relationship is evident the extent to which 


11 Reproduced from various sources in “The 
Changing Importance of Institutional Investors in 
the American Capital Market,” C. H. Schmidt and 
E. J. Stockwell, Law and Contemporary Problems, 
idem, p. 13. 
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business has been dependent on life insurance 
company investment, and we may well won- 
der what business would have done without it. 

The next questions of interest are what kind 
of money did this prolific source of capital 
furnish, and why. Throughout the post-war 
period it is known that life insurance com- 
panies purchased mostly bonds in the process 
of building the aggregate of business holdings 
shown in Figure 2. This phenomenon is evi- 
denced in column (2) of Table 2; it was in 

FIGURE 2 
Composition of Assets—United States Life Insurance 
Companies, 1946-1952 
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part accounted for by legal restrictions which 
tended to limit business investments to bonds. 
Although the number of states in which insur- 
ance companies were permitted to buy stocks 
(particularly common) was large, those states 
did not contain the concentration of large in- 
surance companies. New York State insur- 
ance laws really dominate the picture since, in 
1950, nearly 85 per cent of life insurance 
assets were under New York control either by 
virtue of domicile in that state or by license 
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to do business there.'? Although in 1951 the 
New York laws were liberalized to the point 
of permitting investments in common stock, 
the permission was still hedged with restric- 
tions. 

The fact is that under the permissive stock 
purchase regulation there has been no rush of 
life insurance investment into corporate equi- 
ties. Fortune reports only $65 million of com- 
mon stock purchases in 1952, in contrast to 
$125 million in 1951,'* although the Institute 


TABLE 2 


Purchases of Securities of Business and Industry 
by U. S. Life Insurance Companies, 1945-1952* 


(millions) 

(1) (2) (3) (4) 

Preferred Common 

Year Total Bonds Stocks Stocks 
1945 $ 3,354 NOT AVAILABLE 
1946 3,955 NOT AVAILABLE 
1947 4,611 $4,296 $270 $ 45 
1948 4,990 4,809 132 49 
1949 3,937 3,676 187 74 
1950 4,186 3,693 296 197 
1951 4,731 4,433 139 159 
1952** 5,578 5,390 106 82 


Total $35,342 


* Includes small amounts of foreign corporation se- 
curity issues. 

** Preliminary 

Source: Institute of Life Insurance, 488 Madison 
Avenue, New York 22, New York. Complete 
data on life insurance company asset holdings 
and purchases are published annually by the 
Institute in the Life Insurance Fact Book. 


of Life Insurance reports such purchases at 
$197 million and $82 million, respectively 
(Col. 4; Table 3); either way it wasn’t much, 
proportionately. Preferred stock purchases in 
the years prior to 1951 were higher than com- 
mon stock, since restrictions on this type of 
investment had been relieved earlier, but 
columns (3) and (4) in Table 2 indicate that 
both preferred and common stocks lost rela- 
tive favor again in 1952. 

A further and still existing impediment to 
stock investment of any kind by these insti- 
tutions is the method of portfolio valuation 
applied to equities by the National Associa- 
tion of Insurance Commissioners. In contrast 

12 “Tegal Framework, Trends and Developments in 
Investment Practices of Life Insurance Companies,” 
Haughton Bell and Harold G. Fraine, Law and Con- 


temporary Problems, idem, p. 46. 
13 Fortune, idem, p. 174. 
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to bonds, which are valued on an amortized 
cost basis (as long as not in default), all 
stocks are valued at the market at the last 
day of the year, thus exposing the insurance 
company investors to a high degree of risk. 
The extent of this risk is greatly magnified by 
the smallness of the surpluses (in 1949, aver- 
age 7.0 per cent of assets) against which to 
write off possible book losses. 

This valuation technique makes reasonably 
certain that no life insurance company will go 
the legal limit in equity investments. What 
the future may hold with respect to valuation 
and permissive purchase of stocks will be in- 
teresting to watch. Even with further modifi- 
cation, however, it is still a fact that life in- 
surance company claims are payable in dol- 
lars, regardless of purchasing power, and the 
life companies therefore lack any very strong 
motivation for inviting the greater headaches 
of managing an ownership portfolio.'* Fur- 
thermore, such Federal income taxes as life 
insurance companies do pay are based on in- 
vestment income regardless of type or source; 
in effect this tax is rather nominal and ac- 
counts in large part for the willingness of these 
investors to buy bonds at interest rates of 3 
per cent or less. At least they can keep prac- 
tically all of what little they get, which is in 
contrast to the individual or private trust in- 
vestor and to the fire and casualty insurance 
companies, all of whom are subject to regular 
personal or corporate income tax rates. 

All these facts and conditions find reflection 
in Figure 1, again, and help to explain the pre- 
dominance of debt offerings in post-war cor- 
porate security financing. Individual invest- 
ors do buy some stocks, but really wealthy 
ones can afford to buy neither income stocks’® 
nor bonds in quantity. The institutions so far 


14A recent exception is “The College Retirement 
Equity Fund” organized by the Teachers Insurance 
and Annuity Association which affords members the 
opportunity to have their premiums invested in com- 
mon stocks, and promises to pay annuities in units 
translatable into dollars based on values in the port- 
folio at time of payment. 

15 Such stocks as they may purchase will be largely 
those whose future opportunities lie in growth rather 
than current dividend income, so that capital gains 
taxes (26%) can set the maximum rates. 
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discussed, banks and life insurance companies, 
have a definite bias in favor of debt securities. 
The continuous supply of new investable funds 
running at the rate of $4 billion per year 
(nearly $5 billion in 1952) for life insurance 
companies will tend to keep interest rates low 
through the supply side in face of industry 
demands even at 1951-52 levels. 


6. Other Insurance Companies 


Fire, marine, casualty, and surety com- 
panies are reported to have had about $13 
billion total assets in 1950,’° this figure having 
increased from $7.6 billion in 1945. Holdings 
of business securities increased only from $2.8 
to $4.0 billion, a total of $1.2 billion, which 
was divided into $1.0 billion of stocks and 
$0.2 billion of bonds. The $1 billion of stocks 
purchased over the five years, whether direct- 
lv from issuers or in the secondary market, 
made some contribution to the supply of 
equity funds for business—but not much 
relatively. 

The tax bias for this group of institutional 
investors is in favor of stocks. Under cor- 
porate tax rules 85 per cent of dividends re- 
ceived on stockholdings are exempt from fed- 
eral income taxes; in other words taxes are 
paid on only 15 per cent of dividend income. 
Bond income, on the other hand, carries no 
such exemption so that 100 per cent of it is 
exposed to corporate tax rates. There is rea- 
sonable expectation therefore, that these in- 
stitutions will be in the stock market with 
approximately a third of their investable 
funds; the only trouble is that their rate of 
growth in assets for such permanent commit- 
ment has recently been in the magnitude of 
only $1 billion per year as compared, for 
instance, with $4 billion for life insurance 
companies. 


7. Endowments and Foundations 


There is little definite that can be said 
about investment funds available in the 


16 “The Changing Importance of Institutional In- 
vestors in the American Capital Market,” Law and 
Contemporary Problems, idem, p. 12. 
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country’s various endowment and foundation 
funds. Their aggregate amount and annual 
growth is unknown; the World Almanac for 
1951 lists 193 colleges and universities with 
endowment values totaling $2 billion, and 
philanthropic foundations with $1.5 billion. 
These figures do not include hundreds of small 
schools and innumerable small charitable 
funds. 

The most that can be said about such funds 
is that they are tax-exempt, which permits 
them to keep whatever they may earn. Fur- 
ther, there is an obvious pressure in the pur- 
pose of most such funds to maintain purchas- 
ing power; most of them are designed to sup- 
port some institution or project, and increas- 
ing costs tend to minimize their real effective- 
ness unless the yields and dollar incomes can 
be increased. It is known that the manage- 
ments of many such funds have been giving 
consideration to and have actually been put- 
ting into effect shifts of investment from low 
yield bonds to higher yield stocks or property 
purchases. As long as this shift is taking place, 
and to the extent thereof, funds will be with- 
drawn from the pool available for debt finan- 
cing and added to that available for equity. 
This move will be slow, however, and it is 
doubtful whether there is currently any sub- 
stantial annual supplement which would add 
to the over-all supply of equity capital avail- 
able to business. 


8. Private Pension Funds 


During the post-war period private pension 
funds have attracted more attention than al- 
most any other capital source, because their 
growth and accumulation has been rather fan- 
tastic. Late in 1952 Roger F. Murray, Vice 
President of the Bankers Trust Company esti- 
mated that additions to corporation pension 
funds were running at the rate of $1.2 billion 
per year. Further, state and local pension 
funds for government employees were accum- 
ulating another $800 million per year. The 
totals as of 1952 for these two groups of 
pension funds were “guestimated” at $8 to 
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$10 billion, and $7 billion, respectively.’” Not 
all of these funds are available for private 
business, because the local and state funds 
are usually restricted, and even corporation 
funds maintain some balance in government 
securities (about 22 per cent of total assets in 
1952.)'® However, there may be a break in 
this situation in search of higher yields. 

More study has recently been given to the 
corporation funds, and other estimates of ac- 
cumulation have been as high as an annual 
rate of $1.4 billion for 1952.'* While Murray 
estimated that about 20 per cent of funds 
were going into common stock, the Fortune 
survey set the percentage at 25 for 1952. Also 
in the Fortune study the figure of $350 mil- 
lion for common stock purchases in 1952 is 
up from less than $50 million in 1948 and 
1949. Certainly those involved in any way 
with the capital raising process must be aware 
that, outside the insurance and pension funds 
amalgamated in the life insurance company 
assets, there is this large fund of pension as- 
sets, and further that such funds now have 
an annual growth rate nearly half the size of 
that of life insurance company assets. 

When we question what the future holds as 
to the type of assets (investments) these 
funds will buy, the answer should lie in the 
objectives of the funds themselves. They are 
set aside by private corporations to meet dol- 
lar pension obligations of retired employees, 
and thus there is no need for current liquidity. 
Orderly long-term investment management 
plus current cash payments into the funds 
should meet the maturing liabilities in due 
course, if the plans are actuarially sound. 
Further, corporate managements will be moti- 
vated to seek higher yields which will reduce 
their annual contribution costs; Murray 
points out that an increase of 0.25 per cent in 
yield on a fund can reduce the corporations’ 
costs by about 6.0 per cent.’® Since these 


17“Pension Funds and their Impact on the Cap- 
ital Market,” Commercial and Financial Chronicle, 
idem, October 2, 1952. 

18 Fortune, idem, p. 176. 

19 Commercial and Financial Chronicle, ibid. 
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funds and their earnings are tax-exempt, there 
is no bias to affect any particular kind of in- 
come. 

About these funds, in contrast to personal 
trusts, for instance, it can be said that the 
seeker for capital can go in his overalls. The 
fund managers will welcome opportunities to 
invest in less conservative securities with com- 
pensating yields. That spells common and pre- 
ferred stocks, and also bonds with less than 
AAA rating. New issues may be taken up 
directly by these funds, or they may make 
funds available indirectly through secondary 
market purchases of business securities; 
either way a substantial supply of capital will 
come into the picture on a continuing basis. 
This supply can be expected to correlate 
roughly with business activity on the basis of 
payrolls, and thus to bear a direct relationship 
to the capital needs of business. 


9. Investment Trusts 


Open-end and closed-end investment trusts 
appeal as investment media to large and small 
investors, but chiefly the latter, on the basis 
of professionally managed and diversified in- 
vestment. They are not new phenomena in 
our business economy, but since the war they 
have expanded greatly their sales of shares 
and thus their investable funds. The closed- 
end trusts, by their nature have not expanded 
nor has their number increased; their total 
assets have remained short of the $1 billion 
mark since 1945. 

The open-end trusts, however, have stepped 
up both in total assets (including appreciation 
and depreciation in values) and in net sales; 
the latter figure measures the new funds peri- 
odically available for investment. Table 3 
shows the extent of these increases since the 
war. In 1952, for the first time, these funds 
had available for investment over one half 
billion new dollars; this is not much perhaps 
in comparison with some of the other sources 
previously described. The growth rate is im- 
pressive, however, and its continuation will 
bring together more than a modest amount of 
funds for investment each year. 
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TABLE 3 
Growth of Open-End Investment Trusts, 1945-1952 
(Dollar figures in millions) 
No. of 
Total Share- 
Net holders Gross Redemp- Net 
Assets (Thousands) Sales tions Sales 


1945 $1,284 498 $292 $110 $182 


1946 1,311 580 370 144 227 
1947 1,409 673 267 89 178 
1948 1,506 722 274 127 147 
1949 1,974 842 386 108 278 
1950 2,531 939 519 281 238 
1951 3,130 1,110 675 322 353 
1952 3,931 1,359 783 196 587 


Source: National Association of Investment Com- 
panies, via Arthur Weisenberger, “Investment 
Companies,” Arthur Weisenberger and Company, 
(New York) Annual. 

The chief appeal in the sale of shares in 
open-end trusts is higher yield; this means 
that the emphasis in security purchases will 
be in common stocks. A sample of 50 open- 
end trusts in Weisenberger’s 1952 volume 
shows the following distribution of assets: 





Cash Business 

and Com- 

Goes. Bonds Pfd. Stks. pio 
Vear end 1950... 12% 6% 6% 76% 
Year end 1951... 15% 6% 7% 72% 


This bears out the supposition that yield moti- 
vation, realizable to the individual investor 
either in appreciation or in current income, 
has pushed these funds towards common 
stocks. Only rarely do these trusts buy new 
issues directly from issuers,?° but as in other 
cases where institutions or individuals come 
into the secondary market for their purchases, 
someone has to sell and the sellers, in turn, 
will have the problem of seeking new invest- 
ments. It is fair to look at such purchases 
based on new increments of capital as addi- 
tions to the immediate supply of funds in the 
bond, preferred stock or common stock mar- 
ket, as the case may be. 


Conclusions 


An attempt has been made in connection 
with the array of data herein to emphasize 
the dynamic character of the various fund 

(Continued on page 23) 


20 In 1951, Affiliated Gas Equipment Co. sold new 
common stock directly to three investment trusts. 
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comprise... 


The channels of transmission from management 
to employees, and the use of those channels 


Communications: A Way of Work- 
ing With People Within a Company 





N recent years, the word “communications” 
has come to have a specialized meaning 
when it refers to the transmission of thoughts 
and ideas back and forth between company 
management and employees-other-than-man- 
agement. So that there may be no misunder- 
standing as to my use of the word in this talk, 
may I explain that, at least to me, “communi- 
cations” refers both to the channels of trans- 
mission from management to employees and 
also to the use of those channels. 

To separate the thought of “communica- 
tions” from the over-all thought of “employee 
relations” is difficult. “Communications” 
means not only that information or statements 
are being passed from one person to another, 
but also that they are being received sympa- 
thetically. This in turn requires confidence in 
the person issuing the communication. 

In order to help my own thinking on this 
subject, as part of this program, I naturally 
considered it in terms of the type of com- 
munications with which I am in most frequent 
contact—those of Procter & Gamble—and if 
you will permit, I will share this thinking 
with you, using our Company, as the example 





About the author— 


After graduation from Harvard, in 1925, Mr. 
McElroy became associated with Procter & Gamble 
Company. He rose through various positions, and 
became president in 1949. 

This paper was delivered by Mr. McElroy at a 
meeting of the National Industrial Conference Board 
in New York on January 15, 1953. 
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with which I am most familiar, to illustrate 
my points. The examples I give will be drawn 
from communications in our manufacturing 
plants, but the same thinking is applied in 
other departments of our organization, as well. 

In talking to you about our Company’s 
practices, however, I do want to emphasize 
this fact: We do not consider that our meth- 
ods of operation are either the only way or the 
best way for any other company. But, since 
most of them have been in use for many 
years, we do know that they work well for 
our business. They are submited to you here 
only with the thought that our experience 
may be interesting; certainly not in any at- 
tempt to lay down rules for others. 

From time to time, some friendly business 
acquaintance says to us, ‘““You don’t seem to 
have much labor trouble at Procter & Gamble. 
I suppose that must be because of your ex- 
cellent employee plans.” Our honest answer 
to that sort of statement is that we consider 
that our record is due only in part to our 
plans. The greater share of the credit, how- 
ever, should go to our way of working with 
our people—in other words, our communica- 
tions. 

In our Company, we try to treat communi- 
cations not merely as a device of training or 
a novel program of visual education, but as 
the way we work with our people. After this 
point of view becomes consciously accepted, 
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communicating becomes habitual—instinctive 
—throughout the organization. That is the 
ideal in communications toward which we are 
constantly striving. 


Have Something Worth 
Talking About 


It may be stating the obvious to say that 
the first requirement in communications is to 
have something good, sound and worthwhile 
to communicate in the shape of policies, be- 
liefs and principles of management. We start 
with certain basic attitudes toward people, 
which have been part of our management 
thinking since the early days of our 115-year- 
old Company. We want our employees to be 
fully aware of these attitudes, because we 
believe we will build confidence and mutual 
understanding to the extent that they know 
what these attitudes of ours mean. 

We think of Procter & Gamble as a Com- 
pany of individual people, working together 
to serve the public by producing and market- 
ing our products. We do not think of our 
people as “labor.” With us, they are all indi- 
vidual men and women, with wants and de- 
sires—some reasonable and some not alwzys 
so reasonable. In our formal union relations, 
as in all our relations, we think of P & G em- 
ployees as individuals, as people, and not as 
a large, homogeneous group. Like most of the 
better-thinking manufacturers in America, we 
have never held the commodity concept of 
labor. 


Supervision Wholly 
Responsible 


To follow up this sort of thinking, we be- 
lieve we have built a management organiza- 
tion to implement it. The supervisory group 
in our factories and offices are from their very 
first day trained to think of the individual 
employees who report to them as “their peo- 
ple.” Top Company management regards this 
as paramount. Starting with the foreman, we 
insist that each member of supervision be 
wholly responsible for that portion of the 
operation assigned to him. If men or women 
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are to be trained, he trains them, not a Train- 
ing Department. If questions are to be an- 
swered, he answers them. If Company news is 
to be passed along, he tells it to his people. 
He is the Company Management to the 
people under him. 

When we thing of employees as individuals, 
we naturally study their reasonable human 
wants and desires in relation to this thing 
called “a job.” As to wages, for more than 
thirty years, we have followed the practice 
of seeing to it that the wages of our people 
are in line with those paid by the leading 
companies in communities in which we oper- 
ate, for similar types of work. 

But an employee wants more than a good 
rate of pay: he wants steady work. We have 
felt, therefore, that we should do what we 
could to make it possible for an employee to 
look forward to steady employment. 


Guaranteed Employment 
Since 1923 


Accordingly, since 1923, Procter & Gamble 
has guaranteed its regular factory employees, 
after a probationary period, 48 weeks of work 
per year, so long as the employee does his 
job. Since then, this guarantee has operated 
through a deep depression, a moderate de- 
pression and through a world war during 
which our industry had to reduce production 
sharply. We have made good on our assurance 
to our people that as long as they do their 
part, the Company will provide steady work. 

The adoption of our Plan of Guaranteed 
Employment called for a radical revision of 
our selling, manufacturing and warehousing 
policies. While these changes were being ef- 
fected, the organization went through difficul- 
ties which required careful thought and sound 
judgment to overcome. Every part of our busi- 
ness believed in the guarantee of employment 
and made the adjustments in its operations 
that were necessary to carry it through. As we 
look back now over the thirty years during 
which the plan has been operating, we be- 
lieve in it more stongly than ever—not alone 
because of the assurance it provides to our 
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factory employees, but also because, through 
the avoidance of peaks and valleys of produc- 
tion which is implicit in this plan, we have 
been able to make maximum use of our manu- 
facturing facilities, with all that that means 
in terms of avoidance of excessive capital in- 
vestment and in the lowering of cost of manu- 
facture. 

We are strong believers in our Plan of 
Guaranteed Employment as far as our Com- 
pany is concerned, and we believe that our 
employees also regard this plan as most im- 
portant to them. 


Employees Buy P & G Stock 


Another one of our “basic attitudes,” as I 
call them, toward employees is that we be- 
lieve that a man should be encouraged to be- 
come a part owner of the business and through 
this ownership, make personal provisicn 
toward his own economic security. Shortly 
after 1887, when our first Profit Sharing Plan 
was announced, we modified it to include a 
stock purchase feature. Today, every regular 
Procter & Gamble employee has the oppor- 
tunity, after a probationary period, to acquire 
stock in the Company. As a result, under one 
or another of our plans, well over 95 per cent 
of these people have acquired a direct, or are 
acquiring a beneficial ownership, in Procter & 
Gamble stock. 

Here, too, I should point out that while 
profit-sharing has worked with us for almost 
seventy years, we do not say that it will work 
equally well with other organizations. The 
fact, however, that it has worked well with us 
is due in no small measure to the way we 
have kept our employees informed as to its 
importance to them. 


Extra Production Brings 
Extra Pay 


Still another of our basic attitudes toward 
employees is that we believe in rewarding in- 
dividual merit and ability wherever possible. 
Therefore, because some people naturally 
work harder than others, and turn out more 
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production, or are more versatile or depend- 
able, we believe they should benefit accord- 
ingly. So on jobs where output can be meas- 
ured, extra production brings extra pay. Keep- 
ing the employee informed on this subject is 
most certainly a day-by-day job of communi- 
cation. 

Again, we believe in providing for our em- 
ployees clean, safe conditions of work. Well 
over five per cent of, our factory personnel 
are directly concerned with the problems of 
cleaning up. This goes well beyond factory 
efficiency alone: it represents added health 
protection for our employees and an indirect, 
but psychologically important, indication to 
our employees that our insistence on top- 
quality products extends to the point of a 
super-clean manufacturing plant. 


Safe Operations 


Likewise significant of a deep belief in the 
well-being of the individual is the fact that 
one of our larger plants recently worked 
three-and-three-quarter million man-hours 
without a lost-time injury—a new world’s 
record for the soap industry. That kind of 
record calls for more than safety training and 
a physical check-up routine: it calls for close 
working between each employee and the man 
in direct charge of him toward the mutually 
desirable objective of safe operation. 

We believe in a man’s right to be heard 
and his right to express his wants and desires. 
Through the medium of collective bargaining, 
employees have the opportunity to discuss 
wages, hours of work and other working con- 
ditions with management. This has been true 
in our plants for more than thirty years— 
long before the Wagner Act required it. 

There are other points to our philosophy, 
such as those relating to pensions, disability 
benefits, recreation, and so on, but they all 
would be simply additional illustrations of my 
first point: that in order to have good com- 
munications, you must first of all have some- 
thing good, sound and worthwhile in the shape 
of policies, beliefs and principles of manage- 
ment to communicate. 
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We Prefer Face-to-face 
Communication 


Let’s now turn briefly to how these ideas 
are communicated. Throughout the business 
we place our greatest reliance on personal 
communication. I can hardly over-emphasize 
our belief in face-to-face communication, be- 
tween a man and his immediate boss, as being 
not only obviously more personal and flexible, 
to meet the individual problems that come up 
with each employee, but as being the most 
effective in terms of employee response and 
interest. 

Our way of working with people makes 
personal communication relatively easier for 
several reasons. The nature of our business is 
such that we can have a relatively small num- 
ber of employees reporting to any one fore- 
man: in fact, on the average, only about fif- 
teen people report to a foreman, and only 
about five foremen to a supervisor. Under such 
a plan, it is easy to know each other well—for 
the man in charge of a group to know some- 
thing about the home problems, the worries, 
the hopes and ambitions of each of the men 
who are working with him in the same group. 
When a foreman knows his men as he should, 
he knows which man or men among them are 
the natural leaders, upon whose influence he 
can count in his day-to-day explanation and 
handling of new problems or policies. All of 
this works for better communication. 


Management Developed from 
Within 

We believe also that our ease of communi- 
cation is helped by our policy of developing 
all levels of management from within our own 
group of employees. Practically every man in 
our Company who has reached an executive 
position—minor or major—has reached his 
position after beginning his training at the 
bottom of his departmental ladder. Our work- 
ers know this and, accordingly, have a natural 
confidence in their immediate supervisor be- 
cause they know that he is a man who, like 
themselves, has grown u) with the business. 
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There is no strangeness here to handicap com- 
munications. 

With this close, natural, personal channel 
of communications set up, our main objective, 
then, is to let the employee know where he 
stands: where he stands in relation to his own 
job, his pay, his stake in employee plans; 
where he stands in relation to the business as 
a whole and his progress in it. In each of 
these, personal, man-to-man communication 
plays the greatest part. 


Each Man Knows Where 
He Stands 


By frequent talks between him and his 
foreman we let the man know where he stands 
with reference to his job. (Keep in mind, here, 
that each foreman has about fifteen—often 
less—men reporting to him.) Through peri- 
odic merit ratings, the foreman explains to 
each man the weaknesses and strengths of his 
performance, and tells him how he can better 
himself to stand the best chance for a higher 
rate, or for promotion. These meetings, there- 
fore, are not only bench marks against which 
progress can be measured, but they offer ma- 
terial through which to recognize ability and 
merit; and from this of course comes the next 
important step of giving everyone an oppor- 
tunity to progress when there are vacancies 
within the organization. 

Likewise, through his foreman, the em- 
ployee learns where he stands with reference 
to his pay: how it is determined, what bonus 
for extra production he has earned, and so on; 
with daily reports on his accomplishment. 

When it comes to letting an employee know 
where he stands in reference to his stake in 
employee plans, we make greater use of what 
you might call “mechanical” or “visual” com- 
munication aids; but here, still, the foreman 
is fully in charge. He it is who explains the 
plan with a sound slide-film to his small group 
of men. The mechanical device—the visual 
aid—is simply a tool of personal communica- 
tion. 

Similarly, our report to each employee at 
the end of each calendar year—a confidential 
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sheet—is handed to each man by his foreman. 
It inventories his financial position in the 
Company—his last year’s earnings, his take 
from the Profit Sharing Plan, his equity in the 
retirement plan and so on. When the foreman 
delivers it, he encourages the man to talk 
about it—to ask questions about it. It is an 
excellent example of a printed communica- 
tions tool which by its form and handling en- 
courages an employee to come back for the 
most important type of communication there 
is—personal discussion. 

We believe that people are entitled to 
understand clearly the importance of their 
jobs in relation to the over-all scheme of 
things: how they can do their jobs in a way 
to contribute best to the success of the busi- 
ness. We stress, in all echelons, our belief that 
all decisions should be made on the basis of 
what is good for the business, with confidence 
that if the business moves ahead, all em- 
ployees progress with it. 

With this same thinking guiding us, you 
will find a considerable portion of our factory 
magazine given over to articles about the busi- 
ness and its products. You will find a consider- 
able share of our instructional films accenting 
the general Company good, even when the 
film is designed to explain an employee plan. 


Reports on Progress of the 
Business 


With this same thinking guiding us, too, we 
try to equip our foremen with sound answers 
to questions their men are likely to ask, about 
the Company, its product, its problems. At 
our Dividend Day meetings, which are held 
once a year in celebration of our Profit Shar- 
ing Plan, talks by the plant superintendent 
and by members of top management from 
Cincinnati add to the knowledge of the em- 
ployee and of his wife about where the busi- 
ness is headed and how his job and his plant 
fit into the picture. 

Then, besides telling him where he stands 
in relation to his job, the plans, and the Com- 
pany, we try not to overlook the fact that he 
must be considered, always, as a normal 
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human being and, consequently, as one who 
very probably will not always agree with us. 
He is fully entitled to misunderstand, to ob- 
ject, to question, and to receive proper ex- 
planation. 

We insist that every foreman report to his 
supervisor on the way he handles all griev- 
ances; and this handling must be reviewed in 
addition by another plant executive. And may 
I say, the foreman who reports that he has 
no or few grievances is checked, for that is a 
condition foreign to human nature. 

From this brief outline, you will realize 
that we lay a very great deal of emphasis, in 
our communications, on personal contact, on 
personal training, on talk back and forth be- 
tween the man in charge and the man who 
reports to him. 


Other Communications Tools 
Also Used 


This does not mean that we do not use the 
more-or-less standard tools of communication. 
We do use them. Our color films, to explain 
our plans are, we think, effective examples of 
this kind of educational device; and every 
employee, at the proper time, sees them. Like- 
wise, sound slide-films are valuable in train- 
ing, used, as I explained before, in small 
groups by a foreman. But films, magazines, 
booklets, bulletins and so on—important 
though they are—we consider as aids with 
which we underscore the type of communica- 
tions upon which we place the greatest re- 
liance in working with our people—personal 
communication. 

When written communication is necessary 
—as in the year-end personal inventory report 
I mentioned—we stress the importance of the 
foreman and the employee discussing that re- 
port. Or when, for example, a new employee is 
told about his eligibility in Profit Sharing or 
Guaranteed Employment plans, we make sure 
that what is given him in printed form is ex- 
plained to him man-to-man. 

This emphasis on our part on the very great 
importance of personal communication, we 
believe brings returns in two directions. As 
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against the more formal or written handling, 
the informal, face-to-face individual com- 
munication permits the real “two-way” pro- 
cess we have heard so much about in theoret- 
ical discussions. It recognizes not only that 
the employee should learn about Company 
matters that affect him, but that he should be 
given an opportunity to let the management 
know what he thinks on these same subjects. 


Employee Response Encouraged 


After all, an employee doesn’t have a 
sounding board of his own, like a magazine 
or a public address system or a bulletin board 
which permits him to tell you what he thinks 
about or how he is reacting to what you are 
telling him. When you talk to him face-to- 
face—establish an everyday personal relation- 
ship that after a time he expects, understands 
and likes—then he will feel free to let you 
know how you're getting your ideas over to 
him. 


So you will see that we conceive of com- 
munications, essentially, as a way of working 
with our people. Good communications, with 
us, results from having something to com- 
municate: sound policies, beliefs and prin- 
ciples of operation. Having that, we make use, 
wherever we can, of personal communication. 

Sound policies—something worthwhile com- 
municating—passed on to employees, and 
their reactions reflected back through man-to- 
man communication: from these, confidence 
and mutual understanding and a vigorous, co- 
operative operation results. This kind of or- 
ganization spirit provides the basis of a com- 
pany’s ability to take care of itself in today’s 
and tomorrow’s competitive drive for busi- 
ness; an ability that is good for employees, 
management, the stockholder and the public. 
And it offers the greatest opportunity for 
maximum production on which the future of 
America in the great international struggle so 
largely depends. 





Sources of Long-Term Capital 
(Continued from page 17) 


sources available to business. Not only do in- 
vestment motivations and objectives differ as 
between types of fund accumulations, but 
also within the funds those motivations and 
objectives may change from time to time. It 
should be emphasized, of course, that busi- 
ness is not alone in its demand for funds; it 
must compete with demands from individuals 
for personal credit, home loans, etc., and with 
governmental units to finance roads, bridges, 
schools, public power projects, wars, and 
peace. Money rates change in response to the 
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totals of supply and demand (as well as to 
governmental controls), and business must be 
aware of these changes and their effects on 
capital sources and costs. 

The data in this presentation end with 
1952, but the sources of information in most 
instances are readily available so that anyone 
can extend these data and continue to observe 
trends or changes therein. By this means some 
idea can be maintained of the location of 
funds and the form in which they may be 
available. Such studies can serve as guides 
not only to private business management but 
also to public policy in such matters as tax- 
ation and investment regulation. 





requested these experts to list them. 





In their previous article, “Vice President in Charge of Easy Reading,’ 
Keyes and Gates alluded to “26 points for mass readability.” 
So many readers inquired about them that the editor 
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26 Ways to Make Your 
Business Writing Easy to Read 





Langley C. Keyes and H. Phelps Gates 


€€g§_ FOW would a Vice President in Charge 

of Easy Reading improve and simplify 
his company’s writing?” The writers of this 
article gave a partial answer to the question 
in the September, 1952, issue of the Michigan 
Business Review. 

Does any large company now have such a 
vice president? The writers do not know of 
any. But they do know that the idea of such 
an executive has stirred much management 
thinking. A number of business magazines re- 
printed the article. A division of General 
Motors published it in booklet form for em- 
ployee use. 

Many top executives wrote for more details. 
The questions most asked were, “What are the 
26 Points for Mass Readability” and “How 
can we put these points to work in our com- 
pany?” 

One executive vice president wrote, “We 
agree that confused business writing is our 
biggest waste. It costs us more than strikes 
and slowdowns. It probably costs us more 
than taxes. But it’s like taxes. We don’t know 
what to do about it.” 





About the authors— 


They are men who practice what they preach, as 
this article shows. Mr. Keyes is Vice President of 
Hoag and Provandie, Inc., Boston, Massachusetts. 
Mr. Gates is Circulation Manager of The Christian 
Science Monitor, in the same city. 
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Fortunately, there are practical ways to rid 
your business of the waste of confused writ- 
ing, sometimes called gobbledygook, or busi- 
ness bafflegab. You can sweep it out of your 
correspondence. You can purge it out of your 
advertising. You can drive it out of your 
house organs, instruction manuals, sales con- 
tracts, letters to stockholders, annual reports. 

Here’s a practical, how-to-do and what-to- 
do plan to put the 26 Points of Mass Read- 
ability to work in any business large or small. 
The writers have put it to the test. They have 
proved it. They have made it work on various 
levels of business writing. 


How to Put the 26 Points 
to Work 


This is no magic formula. It is no quick 
cure-all for all the ills of business writing. 
Each one of the “26 Ways” is, in itself, 
simple, practical, easy to understand. But 
don’t throw in the 26 Points all at one time. 
Don’t try to do the job overnight. That will 
simply cause confusion. 

A good plan is to put one point to work 
each week. Make this a six-month project. 
Make it a campaign. Get your whole organi- 
zation interested. 

Use the 26 points in two ways. 

First, use them as a depth test. Use them 
as a sort of slide rule to measure the efficiency 
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of your business writing at every level. You 
will discover costly gobbledygook in the most 
unexpected places. 

Your tests will serve a number of useful 
purposes. They will help you decide whether 
your business needs to improve its writing, 
whether your company needs the 26 Points. 
The tests will show you where to put the em- 
phasis in your training project. The tests will 
help you keep your bulletins and group meet- 
ings on a “case method” basis. 

Second, correct the costly wastes you have 
exposed. This is the big job. Use the 26 Points 
of Mass Readability to bring your business 
writing to a high degree of efficiency. One by 
one, convert each of the 26 Points into a 
simple, direct, practical step. 

Give someone the authority to do the job. 
Make it his responsibility. He must know how. 
Even more important, he must have the zeal, 
the enthusiasm, the conviction. He must test. 
He must teach. He must edit. Above all, he 
must inspire. He must reach everybody in the 
company. 

He must work on every level of thinking, 
because the 26 Points of Mass Readability are 
for every employee who puts anything in 
writing. They are for the youngest clerk who 
fills out stockroom forms. They are for the 
president who writes the annual stockholders’ 
report. 

Start with “Simple Word Week,” “Familiar 
Word Week,” and so on. Support your effort 
with bulletins, with group meetings, with skill- 
ful case method study. Look for costly baffle- 
gab in hidden places. Root it out on all 26 
points. Get rid of it one point at a time. Give 
awards. Use incentive methods you have 
found useful in other projects. Adapt them. 

For easy, simple handling, the 26 Points 
appear here under five questions: 

“What kind of words do you use in your 
business writing?” 

“How forceful are your phrases?” 

“How effective are your sentences?” 

“Do you put power in your paragraphs?” 

“Will your whole piece of copy do its job?” 

Some of the 26 Points are simple, obvious, 
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easy to apply on every level of company writ- 
ing. Others may tax all the skill of a Vice 
President in Charge of Easy Reading. Each 
point may expose waste and confusion you 
never dreamed of. 


What Kind of Words Do You Use 
in Your Business Writing? 


1. Use short simple words. Test various 
levels of your company writing on this point. 
Take 100-word samples. Count the syllables 
in each 100 words. For easy reading, samples 
should average 135 to 145 syllables per 100 
words, If samples run over 150 syllables per 
100 words, look out. If they run over 165 
syllables per 100 words, you are writing for 
college graduates. 

After a few “case studies” of your company 
writing, put this first point to work. Adapt it 
to your specific needs. Put it into operation 
in interesting, dynamic ways. 

2. Use more one syllable words. Make them 
your work-horse words. Make them carry the 
biggest load of your business writing. Use one 
syllable words to cut down your over-all syl- 
lable count. Why write “agricultural out- 
building” when you can say “barn?” 

3. Use familiar words. Test samples of your 
company writing on this point. Use the Thorn- 
dike Century Senior Dictionary. At the end 
of many word definitions, you’ll find numbers 
in italics. If no numeral appears, the word is 
beyond the first 20,000 commonest words. If 
there is a number, it shows you in which 
thousand “commonest” the word occurs. 

If you are a business executive, your vo- 
cabulary is probably much larger than the 
average. It is probably larger than you 
realize. It may be upwards of 50,000 words. 
The average vocabulary is less than 10,000. 

Use difficult words if you have to, but use 
them sparingly. Remember that the Bible, the 
world’s best seller, uses a vocabulary of only 
6,000 words. 

4. Use personal words. A simple way to 
give vigor to your business writing is to use 
plenty of personal words. Dull, drab letters 
and reports become alive and interesting when 
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you sprinkle in a generous supply of personal 
words. Find ways to use an abundance of such 
words as you, girl, mother, policeman, wait- 
ress, Joe, baby, wife. 

5. Use concrete words. The most dignified 
business writing needs zest, color, reader- 
interest. Even in the annual report to stock- 
holders, use words that make the reader see, 
hear, feel, smell, or taste. Test your business 
language for concrete images and vivid word 
pictures. 

6. Make every word work for you. Use 
fewer words. Use them with greater force. If 
you’re in radio or television, you may be in- 
vesting $100, $1,000, or $5,000 for each word 
in your commercials. You hire copy experts 
to choose these words for you. You pay at 
least some attention to their expertness. Yet 
buried deep in other areas of your company’s 
business language, you will find gobbledygook, 
written by untrained writers, that costs you 
more than your whole advertising budget. 

Here, again, you will find a simple test con- 
vincing. Go through one day’s business writ- 
ing in your company. Cross out every un- 
necessary word, phrase, sentence, paragraph. 
On every level of your business writing the 
result will amaze you. 

7. Avoid technical words. Every business 
has its own jargon. Different departments in 
the same business may have a language all 
their own. The lingo of the legal department. 
The slang of the shop worker. The phraseol- 
ogy of the annual report. These may be crys- 
tal clear to the user, but utterly confusing to 
the mass audience. Nontechnical words are 
clearer. They are more familiar. 


How Forceful are Your Phrases? 


8. Get rid of rubber stamp phrases. Busi- 
ness has built up a trite language of worthless 
cliches, worn out words and phrases. Many 
are meaningless. They are inefficient, costly, 
confusing. Get rid of trite phrases on every 
level. 

Spot checks will show where to start your 
training on this point. 

9. Put sparkle and freshness into phrases. 
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Give old phrases a new twist. Use concrete, 
specific phrases that convey word pictures. 
Use phrases that will help your reader see, and 
feel, and believe what you say. 

10. Create figures of speech. Work up your 
own storehouse of colorful new phrases. Build 
them into your business writing. Feed new 
ones in, as old ones wear out from overwork. 
This is a job that requires technical skill. It’s 
a job for the Vice President in Charge of Easy 
Reading. It’s like putting oil on bearings, but 
you have to know how and where to put the 
oil. 

11. Use intimate phrases. Work with those 
simple phrases you use at your breakfast 
table, with intimate friends, on the golf 
course. Soon you'll see how absurd it is to use 
dull, worn out phrases that have lost their 
meaning. 


How Effective Are Your Sentences? 


12. Use Short Sentences. They are the life- 
blood of simple, easy-to-read business writing. 
Keep average sentence length at 14 words. 
Short sentences do not confuse. If a sentence 
runs upward of 30 words, break it up. Make 
two or three sentences out of it. Variety in 
sentence length is good. Even an occasional 
sentence of 35 to 40 words is all right. But 
keep the average down to 14 if you want 
simple, easy reading. Test samples of writing 
at every level. You’ll quickly see the need for 
training on this point. 

13. Make frequent use of very short sen- 
tences. Even a one word sentence is good. It’s 
forceful. Emphatic. Arresting. In your train- 
ing program, this is an easy point to put over. 
Try it. 

14. Use short sentences as an aid to clear 
thinking. The short, simple sentence is a work- 
ing tool to help you solve the difficult, com- 
plex business problem. It helps you define the 
problem, understand it, solve it. Use short 
sentences to get rid of fuzzy, confused think- 
ing. 

15. Make sentences active. Use active verbs. 
Avoid passives. Eliminate them. Active verbs 
give action to business writing. Passives bog 
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down action. They put it into reverse. Write: 
“The salesman told the buyer” (active). Not: 
“The buyer was told by the salesman” (pas- 
sive). With a little training, you can rid your 
business writing of this weak, indirect verb 
form. 


Do You Put Power in Your 
Paragraphs? 


16. Use short simple paragraphs. Test para- 
graph length just as you test sentence length. 
For easy reading, paragraphs should average 
no more than 42 words. 

17. Use very short paragraphs for variety 
and emphasis. When long paragraphs are 
necessary, very short ones break the monot- 
ony, and help you reduce average paragraph 
length to 42 words or less. Like a sentence, a 
paragraph may be only a single word. 

18. Use one-idea paragraphs. Test sample 
paragraphs in your business writing. Is each 
one built around a single idea? Car you sum 
up the content of each paragraph in a single 
phrase or sentence? When you throw several 
ideas into one paragraph you confuse your 
reader. You lose his interest. You drive him 
away. 

19. Use one-viewpoint paragraphs. Here, 
again, you can test samples of your company 
writing. See if each paragraph sticks to one 
viewpoint. Note the confusion of a paragraph 
that opens with the “we” viewpoint, shifts to 
“you,” then winds up with “they” or “the 
company.” Like each of the other 26 Points, 
you'll find that one-viewpoint paragraphs 
come through training and self-discipline. 

20. Use paragraphs for action, impact, and 
result. The points of greatest emphasis in a 
paragraph are the beginning and the end. 
Watch the words with which you open a sen- 
tence. Watch the words with which you close 
it. Are your opening and closing words in each 
paragraph getting over to the reader the full 
force of the fact, emotion, or idea? 


Will Your Whole Piece of Copy 
Do Its Job? 


21. Write for a specific purpose. Even in 
simple letters, reports, and memorandums, are 
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you always sure you know why you are writ- 
ing? Do you have a specific object in mind? 
A reason why? Or are you just following a 
routine? 

Here, again, you have a test you can apply 
on every level of business writing. 

One large company used this simple test 
and found that more than half of all its busi- 
ness writing was without specific purpose. The 
savings on this point alone were tremendous. 

22. Write to one person, one human being. 
Write every letter, memorandum, sales talk, 
stockholders’ report as if you were talking to 
one man, to one woman, to one child. Picture 
this one person sitting right beside you. You 
may be a secretary writing to the firm’s big- 
gest customer. You may be an adjustment 
supervisor answering a blazing-mad com- 
plaint. You may be a vice-president writing 
to your board of directors. You may be a 
copywriter talking to millions in the mass 
market. You should write to, and think about 
the one individual as if he were your Uncle 
Elbert, your Aunt Suzie, your old maid sister. 

Talking face to face would you say, “Con- 
tingent upon the amalgamation of the sub- 
sidiary organizations . . .?” 

23. Talk to that person right where he is. 
Talk to him at his workbench. Behind his 
mahogany desk. At a lunch counter. At home 
in his easy chair. Talk to him in his own 
language, in words he uses every day. 

24. Talk to that person in his own field of 
knowledge. You know all about your subject, 
your work, your product, but does he? Prob- 
ably not. You suppose that he knows as much 
about it as you do. You suppose too much. 
You might call this the “supposing” or “pre- 
sumptive” point of weakness in business writ- 
ing. On this point you may find one of your 
costliest wastes. Are you fumbling your facts 
because you are supposing too much about 
the other fellow’s knowledge of your subject? 
Taking too much for granted? 

25. Work with one basic idea. Cover many 
points in the whole piece of writing but build 
them on the framework or skeleton of one 
idea. “One idea treatment” can make a most 
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complex subject easy to read about. Test 
whole pieces of business writing for their “one 
idea appeal.” Can the reader grasp one single 
idea right at the start? Or will he flounder 
through a hodgepodge of confused ideas, not 
sure which is the most vital? 

26. Write with one viewpoint. Shifts in 
viewpoint are confusing. They create baffle- 
gab. You'll find that you can do almost every 
kind of business writing from one viewpoint 
or stance. 

Choose your viewpoint before you start 
writing. If you start with a “you” viewpoint, 
stay with it. Shift viewpoint only when abso- 
lutely necessary. 

With a little self-discipline, you’ll find that 
you can think and write almost everything 
from a single viewpoint. And the one you'll 
find most useful is the “you” viewpoint. 

It’s important, too, to keep your viewpoint 


constructive and affirmative. There is always 
a “yes” viewpoint in every “no” situation. 
The adjustment unit of a large company has 
proved this. In answering hundreds of com- 
plaint letters each day, its policy is, “Always 
find the ‘yes’ way to say ‘no’.” All its letters 
are also from the “you” viewpoint. 

And now you have 26 ways to make your 
business writing easy to read. Put to work one 
at a time, they are practical and effective. 

Getting rid of gobbledygook is everybody’s 
job. It clogs the machinery of business at 
every level. A company’s best thinking is in 
top management, yet some of the foggiest, 
most confused writing occurs at this level. 

If your company is now ready for a Vice 
President in Charge of Easy Reading, these 
“26 Points for Mass Readability” could set 
him up in business. 





TECHNICAL REPORTS 

The Office of Technical Services is the national clearinghouse for aids to industry’s 
technological progress. A basic responsibility of the office is “to make the results of 
technological research and development more readily available to business and industry.” 
The office maintains a stockpile of some 250,000 technical reports readily available to 
business and industry. In addition, thousands of new reports are accumulated each year 
from various Government and research activities. Research findings and published reports 
are accessible to industry through Commerce field offices, which maintain files of bibli- 
ographies, sample reports, and have direct contact with the Office of Technical Services 
in Washington. 

A “Bibliography of Technica! Reports” is issued monthly on a subscription basis at 
$5.00 per year. A condensed summary of key technical developments may be found in 
the “Technical Reports Newsletter” which is available on subscription, monthly, for the 
price of 50 cents per year. 

Checks or money orders for these publications should be made payable to the Treas- 
urer of the United States. Prepayment is required, and orders should be addressed to 
the U. S. Department of Commerce, Office of Technical Services. Washington 25, D. C. 
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BUSINESS BOOKS FOR THE BUSINESS MAN 


Recent books on resources for the country’s future, business forecasting and analysis, 
economics, business histories, communication, office work, administration and executive 
development, compensation and incentives, personnel development, retirement, adver- 
tising, merchandising, traffic management and transportation, business operational pro- 
cedures and functions and display of merchandise are listed in the latest issue of 
Business Information Sources, published by the Business Information Bureau of the 
Cleveland Public Library. 

Copies are available for a mailing and handling charge of 10 cents from: 

Miss Rose L. Vormelker, Head 
Business Information Bureau 
Cleveland Public Library 

325 Superior Avenue 

Cleveland 14, Ohio 


28 
Michigan Business Revi ™ 





l- 


WN MAY, 


The reference collection of the Bureau of Industrial 
Relations of this School offers many services 


A Reference Service on 
Industrial Relations 





NE important function of the Bureau of 

Industrial Relations at the University of 
Michigan School of Business Administration 
is the maintenance of a reference collection of 
materials in the field of labor-management 
and personnel administration. The Bureau 
collection fulfills a twofold purpose: a re- 
search library for the students and faculty of 
the University of Michigan, and a source of 
information for business executives and union 
leaders. The library is valuable to students 
and faculty in the School of Business Admin- 
istration and the Department of Economics, 
as well as those working on particular prob- 
lems in Engineering, Psychology, and Polit- 
ical Science. It also serves as an up-to-date 
and dynamic source of information for busi- 
ness executives, labor leaders and others 
interested in the field of personnel and labor- 
management relations. 

Its services are used by residents of Michi- 
gan and by people residing all over the United 
States and some foreign countries. During a 
recent twelve-month period, the Bureau re- 
ceived inquiries from fourteen states, Hono- 
lulu, Italy, Canada, and Hong Kong, in addi- 
tion to the large number from Michigan firms. 
The requests for information covered a wide 
variety of subjects and each presented a 
slightly different problem in its details of 
research. To date the Bureau has received ap- 
proximately three thousand requests for in- 
formation pertaining to the field. 





About the author— 


Miss Scanlan is Reference Librarian in the Bureau 
of Industrial Relations, in this School. 
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Eleanor H. Scanlan 


What’s In The Collection? 


Begun in 1935, the collection has since 
grown to an impressive library containing over 
1,200 books, 30,000 pamphlets, 118 current 
magazines, 115 labor union journals, and files 
of pamphlets and leaflets from 350 companies 
and 110 unions. The collection shows the de- 
velopment of the subject of industrial rela- 
tions from year to year. 

The collecting and indexing of materials for 
ready reference are major functions of the 
Bureau. Two-thirds of the publications re- 
ceived are read or scanned and indexed ac- 
cording to a subject heading list. The collec- 
tion and index are so simply arranged that 
after a short briefing by the librarian in 
charge, a visitor can readily find the docu- 
ments which pertain to his inquiry. One 
visitor told us that his company has quite a 
substantial library and that it receives cur- 
rently many of the journals that we do, but 
none of the material is indexed and, since no 
one has time to search for what he needs, 
their material is almost useless. 

A visitor from Germany, who has been at- 
tending a graduate school in the East stopped 
in one afternoon for a quick look at our col- 
lection. He was so impressed that he hurried 
back from a meeting and spent the rest of 
that day and part of the next with us. He said 
he knew that the college library in the East 
has many of the same books and pamphlets 
we have, but he was never able to find what 
he needed. When he left, he said it was the 
best organized collection of its kind he had 
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ever seen. We pointed out to him that there 
were a few other libraries similar to ours in 
the country and that the one on which ours 
was patterned is in the Industrial Relations 
Section at Princeton University. That was the 
first collection of the kind established in the 
country; ours was the second. 

We work very closely with Princeton and 
other industrial relations libraries. Recently, 
in an effort to standardize the terminology 
used in industrial relations, a committee of 
six industrial relations librarians completed a 
Standard List of Subject Headings’ which 
combines and defines the headings used for 
indexing in these special libraries all over the 
country. This handbook is an authoritative 
reference, not only for librarians, but for any 
one wishing to set up an index for a collection 
in the field. 


Whence Come The Materials? 


The librarian and the research staff of the 
Bureau are constantly on the watch for new 
publications which can be of value to the 
users of the collection. Each month we read 
hundreds of books, articles, publishers’ an- 
nouncements, and acquisition lists from other 
libraries which give us leads to the latest writ- 
ings on the many subjects included in the files. 
All items which show promise of lasting inter- 
est are ordered at once. Companies and labor 
unions are solicited for documents once every 
two years, but many of them, who understand 
the purpose and scope of the collection, send 
us material voluntarily as soon as it is pub- 
lished. 

Now and then a company or union will 
mail us new materials and in the accompany- 
ing letter include a request for information 
on a problem of their own. Our solicitation 
letter expresses our willingness to be of help 
and we are delighted when the opportunity 
presents itself immediately. Such requests are, 
of course, a definite challenge and we are glad 

14 Standard List of Subject Headings in Indus- 
trial Relations, prepared by the Sub-Committee on 
Subject Headings, Committee of University Industrial 


Relations Librarians. Princeton, N.J., Princeton Uni- 
versity, 1952. 95pp. $2.50. 
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that our collection and our services can be 
helpful in solving day-to-day problems of per- 
sonnel management and labor relations. 

One of the most gratifying sources of ma- 
terial is that which interested alumni send us, 
very often within their first year of gradua- 
tion. In many cases this is a continuing inter- 
est of mutual value to the companies where 
the alumni work and to us. Many students 
bring us documents which they have collected 
in connection with research projects. This oc- 
curred recently in the case of the 1952 steel 
strike. A student had written a paper on the 
subject in connection with a course in labor- 
management relations, and brought us all the 
materials he had collected for his research, 
which made a substantial addition to our own 
pamphlets on the subject. Recently we ex- 
changed bibliographies with a graduate stu- 
dent in the University’s Department of Eco- 
nomics who was writing on the subject of the 
guaranteed annual wage. He knew that we 
are making every effort to compile an up-to- 
date bibliography on this subject, which is of 
growing interest. In the course of his research 
he had unearthed a number of items which 
could be added to the list we had already 
compiled. Our list will be revised periodically 
to keep it up to date. 

We watch for trends in the field of indus- 
trial relations and try to secure as much ma- 
terial as possible on a subject which is increas- 
ingly important. We know that the subject of 
the guaranteed annual wage will be discussed 
in more labor negotiations during the coming 
year. A group of labor leaders visited the li- 
brary recently and mentioned the fact that 
this was one of the next goals the unions had 
set for themselves. One of the men asked 
whether we could supply him with references 
on the subject. We answered that we could 
do better than that; we could give him a copy 
of a bibliography already made up. 


The Problem of the Older 
Worker 


During the past two years the problem of 
the older worker in industry has been of vital 
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and growing importance. This has been re- 
flected in letters which we have received such 
as the following examples: 


“T am referring to the case of an employee 
who has been with a company for a long per- 
iod of time, is too young to be retired despite 
his length of service, but who cannot continue 
his regular job because of physical limitations 
of one sort or another.” 

* * *x* *«K * 


“I should also like to receive any material 
or ideas you may have regarding the employ- 
ment of the older worker.” 


* * * * Xx 


“IT am interested particularly in knowing 
what industry is doing to help employees re- 
tire gracefully. I would like to know to what 
extent various companies are establishing re- 
tirement counseling services. All the sundry 
problems facing the retired worker are of in- 
terest to me.”’ 


Such inquiries can be answered readily, for 
there is a great deal being written on the sub- 
ject today. The Division of Gerontology in 
the Institute for Human Adjustment at the 
University of Michigan has done much to spur 
interest along these lines. 

One young man was asked by his chief to 
make a study of the older worker in industry. 
He spent several days studying the materials 
in our files, and did additional research in the 
Institute for Human Adjustment. When he 
found that his chief was unfamiliar with the 
word “geriatrics,” he knew he was getting 
ahead of him with the subject. 


How the Materials Can 
Be Used 


The reference materials in the Bureau are 
available to any one wishing to use them at 
the University, but cannot be loaned. A few 
months ago a man from a nearby city tele- 
phoned us, asking for a collection of materials 
on Recreation in Industry. He asked if we 
could make up a package and mail him ar- 
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ticles in which he would be interested. We ex- 
plained that it was impossible for us to send 
actual reading matter to him, but that we 
would send him a bibliography of current 
reading, some of which he might be able to 
secure in the Detroit Public Library or in a 
library nearer his own town. We also sug- 
gested that if he could spare the time, he 
should try to visit Ann Arbor for a day, in 
which case we would assemble the items listed 
so that he could have a day of uninterrupted 
study upon his arrival. 

In twenty-four hours a bibliography was 
compiled and mailed to him. After looking it 
over, he telephoned again and made an ap- 
pointment for a day at the University. When 
he arrived he readily understood why we 
could not mail the material to him, since it 
included, among other items, several fat vol- 
umes of bound periodicals. It was not quite 
the size of the classic Five Foot Shelf, but 
was about two feet in bulk and contained 
much meat on the subject of his research. 

A recent graduate of a college in western 
Michigan learned of our library through one 
of the conference programs which the Bureau 
presents in various cities throughout the state. 
He had been asked to organize a personnel 
department in a growing transportation com- 
pany and knew that he needed to learn a lot 
in a short time. He came to Ann Arbor to see 
our collection and found so much of interest 
that he returned the next week and spent four 
days in concentrated study. Now, whenever 
he is in the vicinity, he drops in to spend an 
hour or a day looking over new material. 

These cases iliustrate an ideal method of 
using the collection and we wish it were 
equally accessible to all who write us. A bib- 
liography can be very helpful for someone 
who wishes to build up a library on industrial 
relations subjects, or who has ready access to 
a good business library; but many times the 
best material we have to suggest is out of 
print, in limited edition, or unavailable for 
other reasons. This is particularly true of the 
publications in our files of companies and 
unions, much of which is irreplaceable. 





Answering Inquiries 

In cases where it is obviously impossible for 
a company to send a representative to Ann 
Arbor, we try to supply information which 
will be most useful under the circumstances. 
This often consists of printed reports on our 
conferences, or writings by staff members. 
Since these conferences are held on subjects of 
current interest, many of the reports are on 
pertinent subjects. We also try to select a 
bibliography of items which are readily ob- 
tainable, including details as to their source, 
and notations as to the type of information 
they contain. 

An inquiry was received recently from an 
official of a steel mill in Texas who needed in- 
formation on Testing and Training Programs. 
He wrote that his company wanted to build 
up a library on these subjects, but that no 
facilities were available in the entire area 
which could advise them what to acquire. Sim- 
ilar circumstances were encountered in the 
case of a recent graduate, now doing personnel 
work in a paper mill in northern Minnesota. 
He had been asked to do research on the sub- 
ject of Merit Rating Systems, but had no 
background material at hand. Our bibliog- 
raphy enabled him to purchase the needed 
reading matter. Our reply also contained a 
few pertinent suggestions from Professor L. C. 
Hill, of our staff, on the pitfalls of Merit 
Rating, since his long experience in industry 
has taught him many of the hard facts of 
industrial relations practice. 


Expert Knowledge Available 


A person seeking help from the Bureau of 
Industrial Relations has access not only to 
the extensive collection of printed materials 
on such subjects, but also to the wide experi- 
ence, both theoretical and practical, upon 
which the members of the teaching staff can 
draw. This special knowledge was drawn upon 
to answer the following request: 

“A group of us now are developing a check 
list of the basic criteria by which good man- 
agement is determined. We are approaching 
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the subject from several different points of 
view—including that of the customer, the 
employee, the plant cormaunity, the general 
public and the stockholder. We also hope 
eventually to develop practical help and sug- 
gestions which would assist a plant manage- 
ment to improve its performance from each 
of the different points of view.” 

A bibliography of fourteen items was pre- 
pared, but it was felt that no one of the books 
mentioned or the combination of all of them 
gave exactly the information needed, but we 
knew that each item contained some points of 
interest. Therefore, Dr. John W. Riegel, 
Director of the Bureau of Industrial Rela- 
tions, wrote an accompanying letter with a 
brief critical comment about each item. We 
hope to keep in touch with this executive and 
his group with the thought that before long 
they will have produced a report telling of 
their own findings and conclusions. 

The staff members are often called upon to 
act in the role of consultants. One such visit 
was from officers of the Air Materiel Com- 
mand who sought advice in setting up a pro- 
gram of executive development for civilian 
personnel. Another day we were visited by the 
officers of a Michigan bank, which was about 
to initiate a personnel management program. 
Two of our staff members spent several hours 
with them in Ann Arbor and made suggestions 
for the immediate establishment of such a 
program and its later expansion and develop- 
ment. 


Assistance to Educational 
Institutions 


With growing frequency we receive inquir- 
ies requesting advice regarding the establish- 
ment of personnel departments or industrial 
relations sections in educational institutions, 
as evidenced by the following quotations: 


“We are inaugurating a Department of In- 
dustrial Relations, and, as a starter, have in 
mind the following pursuits: a modest library 
including pertinent volumes on the subject of 
industrial relations; and a reasonably com- 
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plete library of profit sharing plans publica- 
tions, as issued by sponsoring companies.” 
a a 
“T find it impossible to visit your Bureau, 
but would greatly appreciate any material 
that could be used to help me set up a Per- 
sonnel Department in a medium sized busi- 
ness.” 
* * *k *k 
“We are attempting to compile a list of 
basic books in the field of personnel adminis- 
tration. We would like to include the more 
important books in the fields of personnel ad- 
ministration, testing, industrial psychology, 
labor relations, job analysis, sales administra- 
tion, supervisory training and employee rela- 
tions.” 


The experts in diverse fields appeal to us 
for help, as other disciplines are drawn into 
industrial relations problems. The following is 
a quotation from a letter from a consulting 
psychiatrist : 


“We are interested in learning something 
about the activities of the various industrial 
relations sections in leading universities, with 
special reference to any interest which these 
sections have in problems of mental health. 
Areas of particular focus which might be tied 
in with our own projects are: the training of 
supervisors in better understanding of union 
officers in the same area; the problem of the 
older workers, and particularly their emo- 
tional adjustment to retirement; and the 
preparation of courses or of audio-visual aids 
related to human adjustment.” 


Human Relations Problems 


The phrase “human relations” appears time 
and again in letters requesting reference ser- 
vice. This over-worked and catch-all term 
may refer to dozens of phases of industrial 
relations. The ever-new discovery that work- 
ers are human must be proved again and 
again to production-minded managements. 

In consequence there is a delving into the 
content and methods of communications 
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which will acquaint the workers and super- 
visors with company policies, or the means 
which are available to management for keep- 
ing in touch with employee opinion. Such 
questions concern communications through 
the line of supervision, conference procedures, 
magazines for employees, rack services, sur- 
veys of employee opinion, and the cost and 
value of the exit interview. 

Other inquiries, selected at random, per- 
tain to causes of absenteeism, writings on the 
subject of the problem of the alcoholic em- 
ployee, what to do about the coffee hour, 
when, how or if service awards should be 
made, and the amount of initiative which 
management should assume in a recreation 
program. 

Questions regarding the education of em- 
ployees have several aspects. Some pertain to 
company arrangements for workers’ participa- 
tion in extension courses at a nearby college 
or university; others to meetings sponsored by 
the company to acquaint the workers with the 
organization and economic structure of the 
company, or the introduction of a new method 
or product; others refer to even broader mat- 
ters of citizenship and the national economy. 

Questions regarding training of supervisors 
may refer to those at the first-line foreman 
level, or again to the middle management 
group. Very seldom does such an inquiry indi- 
cate interest in technical training of these 
men, but rather to the development of greater 
skill in dealing with their subordinates and 
associates. This may include training in coun- 
seling and interviewing techniques, participa- 
tion in role playing, or plans which will utilize 
the workers’ suggestions and co-operation in 
planning and bringing about improvements in 
production methods or any proposed change. 


The Conference Programs 


As mentioned earlier, the conference pro- 
grams, which are sponsored by the Bureau of 
Industrial Relations in a number of Michigan 
cities from November through May, often 
stimulate further inquiry among those at- 
tending. Following an evening of discussion 
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we often receive letters of appreciation and 
questions regarding the speaker’s subject. 


“I would like to obtain more information 
about some of the ideas you expressed in your 
interesting talk at the Detroit Conference Pro- 
gram last night. Would it be possible to obtain 
a list of publications to which I could refer?” 

x ok ok kK * 

“In our company, the merit rating idea is 
gradually taking hold. I am trying to gather 
information on the subject and would ap- 
preciate any information which you may have 
available or to which you can refer me for 
procurement elsewhere.” 

a a ee 

“T thoroughly enjoyed hearing your paper 
on Merit Rating which you gave at the meet- 
ing last evening. The field of merit rating is 
one which I have been interested in especially 
for the last five years . . . I would be pleased 
to receive a copy of your paper on Merit 
Rating if it is available.” 


Such inquiries and requests receive prompt 
attention. 


Services to Businesses in Other 
Countries 


The Bureau is frequently called upon to be 
of service to visitors from abroad or corre- 
spondents in other countries. During the past 
year we answered the following inquiries from 
Canada: 


Evaluation of positions for graduate engi- 
neers in the industrial engineering, plant en- 
gineering, maintenance engineering and auto- 
motive engineering departments. 

Job evaluation plans in municipal corpora- 
tions. (This research was being undertaken 
by an executive of an electrical appliance firm 
for his community.) 

Equal pay for equal work; 

Unionization of white collar workers; 

Shift schedules. 


Foreign visitors traveling under the spon- 
sorship of E.C.A. have included the Bureau in 
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their itinerary. A group of twenty business 
executives from France held a meeting in the 
library with their interpreter, where they con- 
ferred with members of our staff. A visitor 
from Norway visited us to examine our ma- 
terials on testing, human relations in industry 
and other problems of administration. The 
manager of the Australian Institute of Man- 
agement wrote the Bureau, requesting advice 
in planning an itinerary for a tour of the 
United States. Dr. Riegel was able to make 
a number of suggestions as to the best use of 
his time in visiting industries and executives 
in the cities he hoped to include in his tour. 

The record for a long distance inquiry was 
reached recently when we received a letter 
from Hong Kong from a Chinese graduate of 
the University who is a member of the per- 
sonnel department of an airline company, 
employing fifteen hundred people. He needed 
information on publications covering the sub- 
jects of airline personnel management, the 
organization of such a division, information 
on job analysis and evaluation and employee 
rating. This was quite an order, but we sent 
him a list of basic texts in the various sub- 
jects mentioned in his request, and a list of 
American airline companies which have well- 
established personnel policies. He has written 
us that he has placed orders in Hong Kong 
for the books and has written the airline com- 
panies. As his work develops we may be able 
to furnish additional help to him. 


Materials From and About 
Unions 


The collection of materials in our union 
files is becoming of increasing scope and value 
each year. A number of progressive unions 
employ directors of research and education 
who are specialists in economics, and labor- 
management relations, as well as in internal 
union affairs. 

A pamphlet received recently from a union 
council in one of the large Mid-Western cities 
gives some idea of the scope of such union 
activities in trying to help their members. This 
handbook for union officers is not a slick 
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paper edition, but is mimeographed on 
punched paper, bound between rough brown 
paper covers with brass fasteners. The format 
is plain and inexpensive, but the contents in- 
clude much down-to-earth advice and sugges- 
tions for the average worker, such as: 
Location of public play-grounds; 
Where to seek advice and legal aid in 
rental problems; 
How and where to apply for old-age 
benefits; 
Information on employment services. 


The Bureau staff believes that the many 
unions in the Michigan area can find helpful 
information in the reference collection. The 
increasingly high calibre of publications by 
the unions should be made available to local 
groups. At present too few of them know of 
the reference service of the Bureau. Steps are 
now being taken to acquaint all local unions 
in the state with these facilities. Our efforts 
in this direction are receiving the whole- 
hearted cooperation of officers of the parent 
unions. 
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RATE OF HOUSEHOLD FORMATION DOWN FOR 50S 


Businessmen who want to analyze factors bearing on future demand for housing, 
household appliances, utilities, magazines, and other items that are ordinarily used on a 
family basis will be interested in the new Census report on “Projections of the Number 
of Households and Families 1955 and 1960,” P-20, No. 42, 10 cents, available from the 
Superintendent of Documents, Washington, D. C. 

The indicated trend in household and family formation is generally downward for 
the 1950’s. From a relatively small increase of only about 500,000 households per year 
during the 1930's, the annual rate of household growth rose to about 600,000 for the 
period 1940 to 1947 and to nearly 1,500,000 during the three postwar years between 
April 1947 and April 1950. For the year ending in April 1951, only about 1,000,000 
households were added; and for the year ending in April 1952, only 900,000. The annual 
growth in number of households for subsequent years may vary considerably according 
to how favorable the circumstances are for household formation, but in any case it is 
likely to fall below the current level. If the medium series of projections prove most 
accurate, there will be an average increase in the number of households of about 700,000 
per year from 1952 to 1955 and of about 625,000 from 1955 to 1960. According to this 
series, the number of households will rise from 45.5 million in April 1952 to 47.7 million 
in July 1955 and to 50.8 million in July 1960. The average household in 1960 should 
consist of about 3.26 persons, implying little change from 1950. 





OPPORTUNITY FOR BUSINESS 


The Eisenhower Administration took office this week amid a feeling that business 
will have a fresh opportunity to gain a fair hearing and honest consideration for its 
viewpoint. 

For businessmen, the opportunity becomes one for promoting a positive, constructive 
program to solve the nation’s major economic problems. It is an opportunity to outline, 
to contend for and to demonstrate before a fair-minded federal administration that the 
businessmen’s program is in the public interest; that its ultimate objectives narrow down 
to ways to increase everyone’s take-home pay, to provide harmony in labor-management 
relations and make jobs more secure, to develop a more durable foundation for social 
legislation and to best safeguard the interests of this nation in the troubled world. 

—Chamber of Commerce of the United States, Weshington Report, January 23, 1953. 
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BANK DEBITS—THE MOST INCLUSIVE MEASURE OF BUSINESS ACTIVITY —First quarter 
bank debits average about 20% above year ago levels as business activity generally responds to 


peak industrial 


output. 


NOTE: The composition of this series has been changed by the Federal Reserve Bank of Chicago, in the in- 
terests of greater accuracy. The new series has been revised back to January 1952. For the Lower Peninsula of 
Michigan, the new series is similar in magnitude to the old one. 
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UPPER PENINSULA BANK DEBITS—Volume of checks written on upper peninsula bank accounts 
show more than normal increases during March, maintaining a pace comparing very favorably with 


year ago levels. 
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POWER CONSUMPTION—The sharp further rise in industrial use of electric power during 
February to new peaks reflects current record levels of industrial output. 
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EMPLOYMENT-—The moderate rise in employment during March to new peak levels reflects the 


record industrial output and virtually full employment experienced currently in most areas of the 
state. 





A Survcy of Expericnce in Fifty Leading Companics 


order from 


by JOHN W. RIEGEL 


Professor of Industrial Relations 
Director, Bureau of Industriel 
University of Michigan 


This book discusses a number of conditions which govern the success 
executive development in a firm, and it outlines the value of executive ¢ 
ment to the firm, the executives themselves, the investors, the employees, 
the public. 

The book then deals with methods of appraising each keyman’s perfc 
and potential. Also it describes the periodic audit of key personnel by 
executives as an aid in organization planning and development. 

The book describes the executive’s task in helping each of his ind 
subordinates to select appropriate training goals and to lay out a fp I 
development program. The training goals discussed are the improvement of 
technical knowledge, the change of attitudes, the broadening of interests, the 
maintenance of adaptability, the improvement of managerial skills and 
modification of behavior characteristics. 

The last half of the book discusses the values and limitations of the main | 
methods used by executives in their efforts to reach their training goals. Among 
the methods and influences dealt with are: the man’s work itself, the exc } 
of his associates, coaching and counseling by his immediate superior, p ; 
time assignments, change of job, service on committees, participation in i 
conferences, company-operoted courses, university-sponsored programs, ¢ 
professional-association activities. 

Executives who are responsible for selecting key-men and for guiding a 
assisting their development, will find this book a source of many helpful s 
Gestions. It discusses the subject comprehensively, on the basis of the expert 
ence of the fifty leading firms included in the author's survey. 

Executives who must. guide their own development will obtain infe 
in the book on how to appraise their work, select training goals, lay out train 
ing plans, and utilize available means to improve their abilities. 


The book contains 365 
THE UNIVERSITY OF MICHIGAN PRESS pages and 21 exhibi 
311 MAYNARD STREET Its price is $6.00, cloth 
ANN ARBOR, MICHIGAN bound. 





